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WELDON H. CLARK, JR.

100 Heathwood Drive
Liberty, South Carolina 29657 B .
Nov. 24, 1998 AR

Mr. Lawrence Noble - legal council [
Federal Election Commission m L L // ?(O 5
999 E. NW 6th floor
Washington, DC 20463
Dear Mr. Noble:

By this letter, I wish to specifically request that your office conduct an independent investigation into the
business affairs of the National Rifle Association with emphasis on Federal elections and the Arena PAC.

By way of introduction, I wish to advise that T am presently a Benefactor member of the National Rifle
Association of America, which is the highest class of membership available in that organization. Additionally, 1
serve on the NRA Board of Directors and have done so for ten years (1980-1983 and 1991 to the present). Asa
member of the Board of Directors of the Association, I have attempted to discharge my fiduciary obligations to
the Association and its membership by trying to keep myself fully informed as to the operation of the Association
and of the business practices of the salaried staff of the Association. It is my duty as an NRA Board member to
solicit an investigation by your office because the present NRA management, primarily through the efforts of
Executive Vice President, Wayne LaPierre, immediate past President, Marion P. Hammer, current NRA
President, Charlton Heston (organizer of Arena PAC), and current NRA First Vice President, Kane Robinson,
have engaged in questionable business practices with various vendors. These vendors also do business with Mr.
Heston's Arena PAC. This is particularly in the public relations area. 1 contend that they have personally
manipulated the affairs of the Association to their personal benefit as well as to the detriment of the Association
and its membership.

There have been consistent and on-going violations of the NRA bylaws, particularly in the area of
member solicitation and membership renewals at discounted rates. There are also constant solicitations from
existing members for monetary donations to the Association, with little, if any, oversight on expenditures. The(
funds raised through these solicitations are used to finance additional fund raising activities and to provide "soft
money” for various U. S. Congressional and Senatorial candidates being supported by these Officers and ex-
Officers of the Association-often more for their personal reasons or benefit than that of the Association.
Attempts at fiduciary supervision by the Board of Directors are routinely rebuffed. Management utilizes
association resources to oust directors who attempt any form of oversight (see the attached affidavits which bear

on Federal elections).
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There are millions of members of the National Rifle Association located in the entire nation. A&hough
the Association is a New York chartered not for profit corporation; the constant appeals the NRA sends to its
membership and the millions of dollars generated through these appeals which is then used to influence the
outcome of elections, jurisdiction is clearly established for an inquiry originating from your office into the affairs
of our Association.-

Additionally, attempts by members of the Board of Directors to discharge their fiduciary obligations to
the Association and its membership have been consistently met with a total ignoring of requests for information
and stonewalling by sélaried staff who decline to furnish requested information. This occurs primarily through
the direction of Executive Vice President, Wayne LaPierre, and former President, Marion P. Hammer. These
individuals have also utilized the resources of the Association to perpetuate themselves in office in violation of a
Federal District Court judgment entered against the NRA several years ago in a case styled Fitzgerald v.
NRA,[383 F.Supp. 162.] In this judgment the Court ruled that the executive officers and staff of the NRA could
not perpetuate themselves in office through utilization of NRA assets to control the election of Board of
Directors members. In this regard, Mr. LaPierre and Mrs. Hammer have utilized the resources of the
Association through its public relations firm, Mercury Group, Inc., to contro} the election outcome of the annual
meeting of members covering various matters, including bylaw proposals.

I would therefore ask that your office conduct an independent investigation into the business affairs of the
NRA, particularly as it relates to Arena PAC and Federal elections. [The NRA Secretary’s office has complete
court recorder tapes and verbatum transcripts made of each board meeting. Complete verbatum transcripts are
made of each annual meeting of members.] Those individuals who have committed iilegal acts shiculd be
prosecuted. Additionally, if your investigation determines that there have been material and substantial breaches
by NRA management relating to the failure to abide by the Federal Laws, or the commission of illegal insider
transactions or dealings, then your Office should take such remedial action as.is authorized under the Federal
Election laws. Particular efforts should be taken to insure that current NRA management does not use the
resources of the Association to evade or subvert the Federal Election laws, to control the outcome of the
Association elections, perpetuate themselves in office, or engage in illegal, unethical, insider dealings with the
vendors used by the Association.

Yours very truly,

(ol K C Z‘Uvéz\ .

WELDON H. CLARK, JR.

work fax 864-898-4005
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Ind of Documents Attached to Complai
ITEM DESCRIPTION
Affidavit of past NRA Vice President and Board member Albert C. Ross 4 pages

Affidavit of NRA Board member Weldon H. Clark Jr. 3 pages
Affidavit of NRA Board member Cathy Gilronan 4 pages
NRA Institute for Legislative Action State Assistance 1996
Chicago Tribune - Political consultant behind actor-activist Charlton Heston May 25, 1997
Letter - Larry Rankin to John Shaban, requesting the inclusion of Plaintiff’s Statement in next filing. 2 pages
Plaintiffs’ Statement - A catalog of grievances charged against the NRA by the 10 plaintiffs. 10 pages
Attachment to Plaintiffs’ Statement - A partial index describing the attachments to the Plaintiffs’ Statement.
Duplicated by this index. 1 page

NRA Financial Health, Bar Graph with explanatory notes. 1 page
NRA of America Special Report & Finance Committee Meeting Minutes, Dallas, TX Dec 7, 1996 17 pages
NRA Operations Audit Reports - several, many pages

Memo, Albert Ross to Hammer, et al 11/21/96 Suggests meeting of Finance Committee

Memorandum, Phillips to Carone - Finance Committee meeting instructions. ‘

NRA Ten Years Analysis of Operations - Two pages of charts

Memo, Fritz Dixon to all Finance Committee members ~ Suggestions for agenda for upcoming Finance
Committee meeting. 4 pages

Confidential Memo, Carone & Colman to 7 - 9 pages

Chart-Top Vendors Paid in ‘93, ‘94, ‘95 - 4 pages

NRA of America Schedule of Contracts and Agreements - 6 pages

Analysis of Public Relations - EVP Cost Center - 3 pages with chart as of 8/31/95

Paid Items Status Report - Associated Television - 4 pages of tabulated invoices

Expense Analysis By Vendor - Associated Television - 8 pages of tabulated invoices

Paid Items Status Report - American Adventurer - 1 page of tabulated invoices and 1cover page

Expense Analysis by Vendor - American Adventurer - Two pages i

Associated Television, Individual Invoices - 17 Invoices to Woody Phillips

American Hero Awards & Charleton Heston Celebrity Shoot Invoice - 1 page

Fitzgerald vs. NRA, Sept. 23, 1974 - 4 pages

Affidavit of Brad Alpert - 1 page




THE STATE OF TEXAS §

COUNTY OF TARRANT §

BEFORE ME, the undersigned authority, a Notary Public in and for the State of Texas,
on this day personally appeared ALBERT C. ROSS, who, after being by me duly sworn on his oath
states as follows:

(1) “Myname is ALBERT C. ROSS. 1reside at 2425 N. Cooper Street, Arlington,
Texas and have resided at that address for the past 29 years. I am a licensed attorney in the State of
Texas and have practiced law in Texas since having been admitted to the State Bar of Texas in 1950.
Additionally, I am licensed to practice before the United States Supreme Court, United States Court
of Military Appeals, the United States Fifth Circuit Court of Appeals, and the Federal Court System

for the Northern District of Texas.

(2) “Four years ago I was elected to the Board of Directors of the National Rifle
Association of America, whose headquarters are located at 11250 Waples Mill, Fairfax, Virginia
22030. 'In 1996 I was elected Second Vice President of the National Rifle Association of America
and served in that capacity from April 1996 until May 1997. During my service as both a Director
and Officer of the NRA, I attempted to discharge my fiduciary obligations to the Association and its
members through timely and diligent inquiry into the business affairs of the Association and the
manner in which those business affairs were conducted. During my service as Second Vice President
to the Association, at the request of several Board members, I obtained a copy of the list of annual

Affidavit of Albert C. Ross
Page 1 of4




grants made by the Institute for Legislative Action of the National Rifle Association. The Board
members requesting this information informed me that they had often requested release of this
information to them as a Board of Directors member and had always been refused the information.
Upon receipt of the Institute for Legislative Action Grant List, I distributed this list of annual grants
to the Board members in order that the Board members would be informed as to how NRA Institute
for Legislative Action grant money was being distributed. Of the approximately $330,000.00 in
annual grants made by the Institute for Leéislative Acticn, sclely under the control of its Director,
Tanya Metaksa, a total of $130,000.00 had been distributed to Unified Sportsmen of Florida, a lobby
organization in the State of Florida headed up then President of the NRA, Marion Hammer. Based
on the reaction that was created when this grant list was distributed to the Board members, I am of
the opinion that well over a majority of the Board members were unaware of the fact that grants of
this magnitude were being distributed to Unified Sportsmen of Florida in this particular year. Upon
further inquiry, it was determined by further investigation that grants of this size had been
customarily distributed to Unified Sportsmen of Florida for the past several years and, in fact, the
amount of the NRA grant amounted to over 50% of the annual budget of Unified Sportsmen of
Florida which, in effect, made Marion Hammer a defacto salaried staff person of NRA since there
would have been insufficient funds in the annual budget of Unified Sportsmen of Florida to pay
Marion Hammer’s annual salary without the grant received from NRA Institute for Legislative

Action.

Affidavit of Albert C. Ross
Page 2 of 4
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(3)  “During the time of the inquiry and questions raised about the annual grants of
the Institute for Legislative Action, it was revealed that there was another grant list referred to as the
EVP Grant List which was under the sole and exclusive control of NRA’s Executive Vice President,
Wayne LaPierre. In late March or early April 1997, I requested a copy of the EVP Grant List through
the appropriate channels at NRA headquarters and, despite renewing this request on one occasion
prior to mid-April 1997, I was never furnished the requested information. In May 1997 my term as
Second Vice President expired and subsequently in June 1998 my service on the Board of Directors
also expired. Although several other members of the Board of Directors of the NRA, as well as
myself as Second Vice President, specifically requested that we be furnished copies of the annual
EVP Grant List, these requests were consistently ignored and the information never furnished.

(4) “During my service as an NRA Director, as well as Second Vice President, I
determined that there was a consistent policy on behalf of upper level management of NRA consisting
primarily of Executive Vice President, Wayne LaPierre, Director of Institute for Legislative Action,
Tanya Metaksa, and NRA President, Marion Hammer, to either ignore or attempt to ignore specific
directives issued by the Board of Directors, specific provisions of the bylaws of the Association,
particularly in the area of authorizing thc coutinued solicitation of new members and membership
renewals at deeply discounted prices contrary to the bylaws without Board of Directors’ approval,
and to engage in other questionable business practices relating to NRA involvement with a political
magazine known as Campaign and Elections distributed in Washington, D.C., and also questionable
business practices in regards to the forwarding of campaign funds received from the tobacco industry

to selected politicians, or campaign funds on Capitol Hill.

Affidavit of Albert C, Ross
Page 3 of 4
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(5) “Additionally, I am of the opinion that Executive Vice President, Wayne
LaPietre, and former President, Marion Hammer, have utilized the resources of NRA, its staff, and
its vendors, together with the publications published monthly by the NRA. to perpetuate themselves
in office in specific violation of the Federal Court judgment rendered in Fitzgerald v. NRA, 383
F.Supp. 162, and in specific violations of various provisions of the NRA bylaws, as well as the non-

profit corporation statutes of the State of New York.

(6)  “This pattern of consistent stonewalling of requests from members of the Board
of Directors and refusal to furnish requested information, together with a consistent pattern of
financial irregularities and insider dealing relating to the conduct of the Association’s affairs merits

an independent investigation by an appropriate law enforcement agency.”

FURTHER, AFFIANT SAYS NOTHING.

l A
I}

Iy

ALBERT C. ROSS

SUBSCRIBED AND SWORN TO BEFORE ME by the said ALBERT C. ROSS on
the 1* day of October, 1998.

GERy, LNDAL. %?’ggus
[+ ) STATE OF TEXAS The State of Texas
S /) MY COMMISSION EXPRES
GFE  SEPT. 3, 2000

Affidavit of Albert C. Ross
Pagedof 4
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AFFIDAVIT
THE STATE OF SOUTH CAROLINA §

COUNTY OF PICKENS §
BEFORE ME, a Notary Public in and for the State of South Carolina, on this day perscnally

appeared WELDON H, CLARK, JR., who, after by me being duly sworn on his oath, states as follows:
(1) “My name is WELDON H. CLARK, JR., of 100 Heathwood Drive, Liberty, South Carolina.
I have served on the NRA Board of Directors for over 10 years, (1980-1983 and 1991 fo the present). I

am over the age of 18 years, have never been convicted of any crime, and have specific knowledge of

the facts stated herein.

(2) "For several years prior to December 1996 the NRA was represented in its public relations
effort by a firm known as Ackerman McQueen, headquartered in Oklahoma City. During the calendar
year 1996 Ackerman McQueen maintained a branch office in the Washington, D.C. area located in the
NRA headquarters building in Fairfax, Virginia. The Ackerman McQueen staff located in the NRA
headquarters building was primarily concerned with advancing the public relations efforts of the
National Rifle Association. The NRA is organized under the New York Not For Profit Corporation
Statutes. In addition to its normal corporate activities as a non-profit corporation, the NRA operates its
Institute for Legislative Action which conducts the NRA political lobbying efforts in the United States.
The NRA also has several 501C3 tax exempt organizations such as the Special Contribution Fund
which operates the NRA Whittington Center in Raton, New Mexico; the National Firearms Museum
Fund, the NRA Civil Rights Legal Defense Fund; the Jeanne E. Bray Memorial Scholarship Fund and
the NRA Foundation. The costs for these public relations on behalf of these various entities of the
NRA exceeds several million dollars annually.

(3) "In December 1996 Executive Vice President, Wayne LaPierre, informed the Board of
Directors that the contract with Ackerman McQueen was not being renewed. This was alleged to be at
the request of Ackerman McQueen. The NRA was to start 1997 using the public relations services of 2
new corporation called Mercury Group, Inc. that had been formed by former employees ¢f Ackerman
McQueen that had been handling NRA public relations. The Executive Director of Mercury Group,
Inc.Tony Makris, was also Director of the Ackerman McQueen NRA public refations efforts. During
1996 and 1997 the NRA Board of Directors had directed a management review of the NRA business
affairs. This review was conducted by two members of the Board of Directors, Richard Carone, as

Chair, and Ronin Colman, as Primary Investigator. Notwithstanding the fact that the Board had

Affidavit of Weldon 11, Clark Jr.- Page 1 o7 3
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mandated a thorough review of all aspects of NRA operations, then President, Marion Hammer, had
directed that the review not include inquiries into the business affairs of Ackerman McQueen. The
contract that Executive Vice President, Wayne LaPierre, approved with Mercury Group, Inc. for the
NRA public relations business was done without any "request for proposals”; any bidding process; and
no competitive bidding. When approval of the contract was held up by the two Vice Presidents,
because of the lack of competitive bidding, further inquiry aboui the contract revealed that Mercury
Group, Inc. was a wholly owned subsidiary of Ackerman McQueen, and that Tony Malms, the
Executive Director of Mercury Group, Inc., was also the Director of public relations efforis for
Charlton Heston. He also served as Treasurer or Director of Charlton Heston's political action

committee known as 'Arena PAC.' (See Chicago Tribune story.)

(5) "In the Spring of 1997 Tony Makris and the public relations firm of Mercury Group, Inc.
orchestrated the election of Charlton Heston to the NRA Board of Directors through a procedure which
many of the members of the Board of Directors contend was contrary to the NRA bylaws. After
Charlton Heston's election to the Board of Directors, he was also elected First Vice President and
served in that capacity until June 1998 when he was elected President of the Association. Allegations
made to me by persons I consider credible are that funds of the National Rifle Association have been
used to pay for public relations services for Mr. Heston individually and unrelated to NRA business.
On at least one occasion Executive Vice President, Wayne LaPierre, stated that the NRA pays for the
service Tony Makris renders to and for the benefit of Charlton Heston individually. Neither the NRA
Board of Directors, its Institute for Legislative Action, or the various staff employees of the Institute
have the ability or authority, to control or select political candidates and/or the amount of money -
distributed to political candidates chosen by Arena PAC. -

(6) If these allegations are true, it is my opinion that these practices constitute an illegal
dissipation of NRA funds. Further, that the utilization of NRA funds to provide for the expenses and
services for the operaﬁons of Arena PAC is contrary to the best interest of the NRA and its members.
Also, if true, these practices amount to a conflict of interest in those elections where Arena PAC
endorses candidates which have not been endorsed by the NRA Institute for Legislative Action. Both
the NRA and Arena PAC utilize many of the same vendors and the utilization of the same public

Afidavit of Weldon IL. Clark Jr.- Page 2 of 3
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relations firm creates a situation where illegal funds for an election campaign or candidate can be
utilized through the use of Arena PAC. Also, the NRA, through its public relations firm, could
willingly accept inflated invoices and thus, overpay vendors performing work for both Arena PAC and
NRA with NRA funds. This then permits that vendor to perform services or incur expenses on behalf
of Arena PAC which are actually being paid by NRA through overpayment of invoices. Although this
type of "laundering" of NRA money into selected political activities would seem unlikely, I have been

informed this very type of activity occurs with regularity.

(7) "By reason of the above, I believe an independent investigation should be conducted by an
appropriate law enforcement agency to determine whether or not a wrongful dissipation of NRA assets
has occurred or illegal election activities has occurred through the use of NRA funds." [You will find
attached the ILA grant list for 1996 listing payments to the Unified Sportsmen of Florida totaling
$130,000. Also attached is the affidavit of NRA Director Cathy Gilronan that includes her hand copy
of the 1997 ILA Grant list showing a grant to the Unified Sportsmen of Florida for $120,000 and
includes a $60,000 payment just i)efore the 1997 annual meeting where Heston was elected. This same
grant for 1996 was $130,000 and $120,000 in 1995. NRA's immediate past President Marion Hammer
is the Executive Director of Unified Sportsmen of Florida, drawing a salary reported to be $70,G00
annually, plus benefits. The NRA grant to her organization amounts to over 50% of their annual
budget which effectively makes her a salaried NRA Staff member-something that would prohibit her
from serving as either an NRA Director or elected Officer under the NRA By-laws.]

FESTHE&, %F IANT S LS NOTHING.

WELDON H. CLARK, JR/

SUBSCRIBED AND SWORN TO BEFORE ME by the said WELDON H. CLARK, JR. on
the /3¢h day of October, 1998.

Notary Public in and for

The State of South Carolina
Wy Commission Exivgs vioobrr s, - o)

Aftidavit of Weldon t1. Clarli Jr.- Page 3 of 3
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NRA INSTITUTE FOR LEGISLATIVE ACTION
TATE ASSISTANCE 1996
JANUARY - DECEMBER

AZ STATE RIFLE & PISTCOL ASSN
CALTTORNIANS TOR BALANCED WILDLIFE MGT

CALIFORNIANSG TSR RALANCED WILDLIFE MGT

CCLORADG STATE SHOOTING AsSSN

COLORADC STATE BHOOTING ASSH

SOLORALC STATZ SHOQTIRG AY4SN

COALITION OF CT SFCETSMEN

SELAWARE STATE SPCRTSHEN ASSN

JZLAWARE STATE SPORTSMEN AZSN

UNITIED SEORTSMEN CF FLORILA
UNITIED SECRTSMEN OF TLOAIDA
UNIZIED SPORTSMEN QF FLORIDA
UNIFIZ) SPORTEMEN OF FLORIDA
UNZEZZD SPORTSMEN OF FLORIZR
NIZTIED SPCRTSHEN OF FLCAIOA
JNIFIZEZ SPORTSMEN OF FLIAZDA
VNIFIZD SPQRTS! OF FLOA=DA
UNIFIZD SPCRTSMEN OF FLORIDA
WIITIZD SPORTSMEN OF FLORIDA
UNIZZIZD SEORTSHEN CF ELORIDA
CHNITIZD SPORTSMEN CF FLORIDA

IMPAEZSTONS=-IZWA SPORTSMEN

‘§0L' T-ICWA SPORTSMEN LETTER
IsT

gOWA SPORTSMEN’S ZEDERATION

FRCLZET

SPQRTSMENS HIRITAGE DEFENSE FUND
<LLINQIS STATZ RIFLE ASSN

-NDIANA STATE RXXLE & PISTCL A3SN
+ANSAS SECOND AMENDMENT SOCIETY

GUM CWNEPRS ACTICN LERGUY

CITIZENS FOR PROFESSIONAL WILDLIFE NGT

COALITION OF NJ SZORATEMEN
SOALITION OF NY SPORTSHEN

OR STATE SHOOTING ASSN
2EFEAL MEASURE 18°

TEXA3 RIFLZS & PISTOL A3SN
UTAH SHZOTING SPORTS COUNCIL
WA 3TATE AIFLE & 2ISTOL ASSN
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12998

12771
12846

13820
13283
23273

13006

13888
14334

12383
12814
12743
A2983
13328
13496
=3817
23754
14008
14287
13500
14963

135867
13883
13892
14381
14595

14573

13409

12480
13147
22338
146503
12658
12388
13287

12351

DATE
APR.C&.56
MAR.QS5,96
uaR.13.96
JUN.12.96
MAY.08.96
{stop Pav)
APR.05.96

JUN.07.26
AUG.27.96

JAN.18.95
FE3.09.9¢6
HAR.0L. 8¢
A2R.03.96
APR.30.98
MAY.30.56
JUN.C3.96
JUL,02.9¢5
AUG.Q1.96
ZEP.01.8¢6
SCT.01.96
DEC.C3.96

JUN.2E. 35
JUN.21.96
JUL 18.96
H— ll? 96
OCT.16.96

OCT.14.98

MAY.23.96

MAY.08.26
JAN.C2,.96

AUG.09.36

SEP..L2.96

<AN.23.96
APR.18.56
JAN.O4,96
GCT.0L. 26
FER.23.96
JAN.18.96
MAY.08,36
JAN.DE. 96

ANOCUNT
1,900.00
25,300.00
75,000.20
3,000.00
3,000.00
5,000.00
8,250.00
2,630.00

20,200.00
10,000.00

13,600.00 |
10,Q00.9Q |

10,000.00
10,000.00
10,9000.00
10,000.00
10,000.,00
10,000.00
19,300.00
10,300.00

£,511.20
7.953.41
927.18
$00.00
2.703.80

i18,00C.00

2,000.900

2,900.00
5,000.00

2,000.00

20,000.00

2,500.0¢
1,000.00
3,060.G60
19,0Q00.00
5,000.00
3,000.00
3,000,00
5,000.00

- s o -

345,095.5%
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INGTON-—There may be
more self-obsessed, power-
conscious, back-stabbing
town than Washington—with
the exception, of course, of
Hollywood. 1

L It's no accident that the two
places have a rich, symbiotic relationship, with
stars and pols sucking up to one another for
decades.

Still, as palitical consultant Tony Makris
acknowledges, many celebrities from the Left
Coust are dabblers. They may be sincere but
are short-timers, even hypocrites, on issues.

Then there's Charlton Heston, possibly the
most high-profile non-professional pol in Tin-
seltown. A long career of off-screen kobbying

SUNDAYWATCH

James Warren

cupped recently when Heston, 72, upset the
Incumbent and won the first vice president's
vost on the National Rifle Association.

As usual, Makris was in the wings, offering
advice as perhaps the one and only full-time
potitical adviser to a celebrity.

(Major announcement: I will attempt to make
this the first Heston-related piece not to cite,
even as a weak joke, his portrayal of a Hebrew
lawgiver who led his people out of hondage In
Egypt to the edge of Canaan: Or to a muscular
guy in a chariot.)

Makris, 42, is president of Mercury Group,
the political subsidiary of a larger, Dalias-
based lobbying and communications firm, Ack-
erman and McQueen. They do a 1ot of defense
and foreign policy wark for corporate clients.

But they also assist Heston, perhaps the only
celebrity with fuli-time Washington political
staff and lega} counsel, as well as his own polit-
ical action committee, called ArenaPAC. .

Heston is no Johnny-come-lately to the politi-
cal sphere. Even before Makris was born, he
was campalgning for Adjal Stevenson. When
Makris was in grade school, the actey was
picketing segregated lunch counters down
South.

They met in 1982 as Makris worked for a pro-
military coalition against a nuctear-freeze ref-
erendum in California. Somebody suggested a
call to Heston, who ultimately did some TV
commercials and op-ed page articles,

Heston kept in'touch 1o pick Makris® brain
on arms control and defense issues, Meanwhile,
Makris and fellow Repubiicans were consclous
of the Democrats being more adroit in using
celebrities, though their utility can be flnite.

! Photo for the Trbune
Tony Makris began his political relationship
with Chariton Heston in 1982 when the actor
agreed to do pro-military TV commerclals.

“It's easy toask a ¢ % to go on Air
Force One or be on a p with the presi-
dent,” Makris said last week. “It's more diffi-
cult to get him to go to Ft, Dodge, lowa, for a
pancake breakfast.”

Heston was willing to do both. “I said, ‘If
you're willing 10 do things like that, we're will-
ing to staill you,' " Makris sald.

When Makris himself headed to the Pentagon
in 1985 as deputy assistant secretary of defense
for House affairs (a lialson to Congress) under
Caspar Weinberger, he continued the relation-
ship with Heston.

“When 1 was at the Pentagon 1 sent him
briefing papers on vartous issues,” said
Malkris, who amended the comment to agsure
me that everything was on the public record,
“the same stufl that went to the Armed Ser-
vices Committee.”

A typlcal, if high-profile, example of how it
has worked in Makris' post-Pentagon career
played out in 1992, after Heston returned from
shooting a fiim in England.

Makris, who was once a reserve deputy sher-
{ff in Alabama, told him about a brewitig con-
troversy over the rapper Ice-T's “Cop Killer”
song. Law enforcers were trate. Heston, who
alse happened to own Time Warner stock, read
the lyrics and was outraged.

The actor decided he would go 1o that year's
shareholders meeting in Beverly Hills and con-
front chief executive Gerald Levin.

“I told him that he shouldn't read the Iyrics
at the meeting,” Makris sald. *I thought Charl-
ton Heston, with the volce of Moses, uttering
those profanlties, wouldn't play well. But he
did and I was proven wrong.”

{OK, this column has now failed its first
objective. There is a seemingly irresistible need
to mention the fabled Hebrew lawgiver por-
trayed by Heston in “The Ten Comimand.
ments."}

Makris and Heston talk almost daily. His |
firm not only counsels Heston on policy but it
handles the logistics of his expanding extra-
curricular activities.

For example, during the 1958 prestdential
campaign he surfaced in 21 states tor 54 candi-
dates for federal office.

Heston has been described as me most popu-
lar nonh-professional political figure in Amer-
ica. Even with his ascension within the NRA,
he haa no destre for public office and doesn't
take any pay for politically related activitles.

“Thé only thing that's a bit discouraging is
that more celebrifies won't stand up like
Heston,” Makris said.

I understand that theyre surrounded by
people telling them not to take a stand since
they might lose a role. But, on the whole, you
are talking about people who make tens of mil-
lions of dollers. You'd iaink they'd be rather
secure,"(Please note that méntion was avolded
of Heston playing the guy in the charlot.)
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May 7, 1998

John T. Shaban

Attorney for Plaintiffs

Whitman Breed Abbott & Morgan LLP
200 Park Avenue

New York, NY 10166

RE: Motion to Reconsider with Exihits Attached

Dear John,

Several of us have contacted you about getting the enclosed Addendum filed as an exhibit with the
court. My personal feelings are that you are stonewalling us on this issue; or you are trying to
recommend getting the addendum in court as an “Amendment”. By doing this you price us out of
the case. We all realize that is like starting a new case. We do not want to start a new case af Iais

time,

Otliers and I have explained to you the reasons we want this Addendum filed as an exhibit. We all

- know because of court records, that the NRA was able to file newspaper articles and magazine
editorials smearing the Plaintiffs. This is extremely uncommon for the court to accept, as it is here
say. However, it is now a permanent record with no response from Plaintiffs,

A lawyer contacted you on our behalf explaining the simplicity of getting the Addendum in as an
attached exhibit to a “Motion to Reconsider”. We want this done the easy way, not the hard way
costing money! At this point I do not feel you have represented the interests of all Plaintiffs.
However, I hope you will prove to us that you do have all Plaintiffs interests at heart.

I know myself and Bill Dominguez would not accept the proposed terms of our last conference call,
unless other items were added. You promised both of us that you would add: “NRA would not say
we forced them to apologize at a later time, or, that they would not vilify the plaintiff’s at a later time.
You also promised Bill Dominguez you would add the NRA’s compliance with “Fitzgerald vs. NRA"
so they would follow that courts’ ruling. Neither happened as promised. So effectively neither Bill
nor I agreed to your proposed terms. |

I hope after you read this letter we will have a meeting of the minds and an understanding that we as
plaintiff”s have a say in the strategy and decision making process and therefore want this Addendum
filed expeditiously!
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If our direction is not followed, immediately send me a letter explaining why not.

We also want a copy of “Fitzgerald vs. NRA” attached along with our addendum to the “Motion to
Reconsider”. A hard copy of the revised Addendum for filing is being Federal Expressed to you

today.

Thank you for your attention to this matter as we have lost enough time on this important issue.

g P 2D

Larry R. Rankin, Plaintiff
405 Los Feliz Drive
Santa Barbara, CA 93110

cc: Plaintiffs
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PLAINTIFFS' STATEMENT
May 8, 1998
Introduction

Since we are neither Officers of the Court, nor experts in New York Not-For-Profit law, we
recognize that this statement may have little standing. However, we can in common terms address
some of the damage done by the NRA leadership, not only to us as petition candidates, but to the
membership as a whole. While we appreciate the work of our counsel, as life members who have
been personally injured by the leadership of the very organization we have supported for decades,
we feel compelled to address the Court, if only for the record.

The court’s recent decision held NRA in civil contempt and acknowledged that Plaintiffs’ rights had
been prejudiced, yet stated that, “Any inferference by the court in the pending election is
umvarranted, both factually as well as legally.” We appreciate the wisdom of the court’s decision
given the facts at its disposal, as the court must balance the rights of all parties, including the
membership and other candidates. However, we hope the additional facts and perspective provided
below will indicate that setting aside the election warrants reconsideration. We believe the interests
of the membership and the majority of candidates would be served, the remaining candidates would
not be prejudiced, and a broader social interest would be addressed.

First, we must address the Defendants’ move to ‘poison the well’ through guilt by association and
ad hominem attacks. Documents recently filed by the NRA include an American Spectator article
by David Brock, in which present NRA leadership and their allies make a number of hypocritical,
unfounded character attacks on their opponents. This illustrates the problem faced by those critical
of NRA leadership: They are smeared and denounced as ‘extremists’ -- the hate word of the 90’s -
or worse, With exclusive access to media (including its own) NRA leadership is able to avoid
accountability for its acts by introducing a bogus philosophical issue into the argument and bringing
approbation and hatred down on its critics.

Not one shred of evidence of this so-called ‘extremism’, or of the other scurrilous allegations in
their smear campaign, has ever been provided. We were surprised that the Court was given the
Spectator piece, due to its irrelevance and the fact that only one of the ten plaintiffs was named.
The intent can only be to smear the plaintiffs by association. Nevertheless, we were nof surprised
that crucial contextual information about the author was withheld: Mr. Brock later revealed that part
of his job, according to the powerful donors who control the Spectator, was to destroy the
-reputations of individuals deemed inconvenient for the Republican right. He was fired afler a

“crisis of conscience” drove him to publicly apologize for acting as a paid political “hit man for the
right” (Esquire, July 1997) and to denounce them for sacrificing jousnalistic mtegmy on the altar of
political advantage.

The plaintiff-candidates and their supporters have come forward primarily due to the present NRA
leadership’s gross financial mismanagement, as well as their repeated, arrogant violations of NRA
Bylaws, Robert’s Rules of Order, and state and federal laws as we understand them. As we read
Fitzgerald v. NRA, it seems clear that much of the misconduct by present NRA leadership was
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disapproved by that court. Please note that reference to “NRA leadership” refers to President
Marion Hammer, Executive Vice President Wayne La Pierre, 1st VP Charlton Heston, 2nd VP
Kayne Robinson, Secretary Edward Land, Treasurer Wilson Phillips, Executive Director of the
NRA Institute for Legislative Action (ILA) Tanya Metaksa.

We would like to state that from a moral standpoint, our action is effectively not against the
National Rifle Association. Rather, we feel we are acting on behalf of NRA membership and all
petition candidates to restore fair and democratic control of the Association, which has been
usurped by an entrenched, abusive management/leadership faction. Unfortunately, suing NRA
seems to be the only practical means of achieving that goal. This all could have been avoided had
NRA'’s leadership abided by the letter and spirit of NRA’s Bylaws, the Fitzgerald v. NRA decision,
New York Not-For-Profit Law, and this Court’s orders.

I

This year more than twice as many candidates than usual are running for the Board. Petition-only
candidates have increased tenfold to well over the number of candidates nominated by the
incumbent Board’s Nominating Committee. All of the petition candidates are simply life members
active in the Association’s affairs and activities. There is not a famous politician or movie star
among, us and none receive publicity or other emoluments from NRA. That is not the case with a
number of the candidates nominated by committee.

There are various reasons why so many are running by petition. There is a growing concern among
many members that something is seriously wrong with NRA. Some are Democrats concerned that
the NRA has become a pawn of the Republican Party. Some are concerned that vendors, gun
manufacturers, and self-dealing board members have taken control of NRA to protect their vested
interests. Others are concerned with political positions the NRA has taken over the last decade,
including financial support to politicians. However, the major concerns shared by plaintiffs and
many other petition candidates is the financial mismanagement by NRA’s leadership and the
principal that undue or unfair influence by management on the selection and election process of a
Board is not healthy.

Imprudent management decision making within NRA has been ongoing for almost a decade. In the
last eight years, by NRA's own Audited Financial Statements, the NRA has incurred close to
$100,000,000 in operating losses. That red ink was paid for by liquidating $100,000,000 of the
membership’s assets (see attached report & charts). As a result, the NRA has become technically
insolvent with negative net worth in the range of minus ($40,000,000). Yet members are told that
NRA is financially sound while at the same time leadership pounds them with an unprecedented
plethora of fear-mongering mailings and incessant demands for more money.

Since 1991, serious concern over NRA’s financial condition has been expressed by every Finance
Committee Chairperson except the one President Hammer recently appointed in the process of
almost completely replacing that Committee with inexperienced, unqualified, leadership-allied
Directors. In 1994, facing mounting losses, the Board authorized the Finance Committee Vice
Chairman to conduct an operations audit. The results were disturbing though only a few areas were
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investigated. The audit revealed that NRA Officers routinely violated corporate bylaws and
policies. Hundreds of millions of dollars had been paid to vendors without the benefits of
competitive bidding and written contract. Cronyism was apparent between NRA and its major
vendors such as the PR firm Ackerman McQueen and its affiliates, which had done business with
NRA for almost 20 years without going through a competitive contract bidding process to insure
cost containment and performance (see attached report).

On receiving these reports at a full meeting of the Board, a majority of Directors chose to terminate
the operations audit rather than hold management accountable. As a result, the Finance Committee
Chairman resigned. (Unfortunately, that was not unprecedented: Directors are elected for three-
year terms, yet in the last 4 years the NRA has had 6 Finance Committee chairs). Those Directors
who acted to hold management accountable have lost their committee assignments, been targeted
for election defeat, and been prevented from attending committee meetings. As seen in the
Spectator article, they have been publicly vilified by the leadership and their supporters with
unfounded claims that they are radicals, troublemakers, extremists, and even thieves, just as we
have been vilified for bringing this case before the Court, That is the leadership’s modus operandt.
As a result there is at least one libel suit against the NRA President and other lawsuits are expected
against Directors and Officers.

Certainly the Court is interested in the legal issues central to this action rather than the hypocrisy
and internal politics tangential to it. Nonetheless, it is a disgusting example of the extent to which
NRA leadership will go when money, power and the status quo are at stake. We are life members
who have supported the organization with our own time and money for decades. Most of us have
never even met NRA leadership, yet they are willing to smear and impugn us. But the central
issue here is that NRA leadership has violated the Court’s order, broken the Association’s
Bylaws and perhaps New York Law. In doing so they have rendered the last two elections
anything but fair and democratic, They were aware of what they were doing, as in Fizzgerald
v. NRA.

I

In last year’s election an ad in the ballot issue of NRA’s publications featured photos and titles of
the top three paid Officers, including the NRA President, along with voting recommendations. That
unprecedented campaign, like this year’s, urged members to “Vote Against” a group of incumbent
Directors who had attempted to perform their fiduciary duties in opposition to NRA leadership.
This may seem to be within the Officers’ right of free speech. But shouldn’t that be balanced by the
goal of a fair and democratic election given their official positions, their influence over powerful
financial allies and advisors including NRA vendors, and their control of the magazines, voting
member lists, and other NRA assets? The leadership approves the content of NRA's publications.
In that regard, it should be noted that prior to publication of these ads, NRA President Hammer sent
a fetter explicitly prohibiting the use of her photo in NRA's publications without her prior approval.
For the leadership to allow the NRA name and their corporate photos and titles to be used in ads by
an “independent campaign committee” is tacit approval of the committee’s voting recommendations
and of the use of corporate assets to influence the election for their own benefit. Thus, the
leadership's conduct in the /997 election was also in violation of Filzgerald v. NRA,
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The NRA leadership fails to respect the fact that the offices and titles held by the Officers
themselves are intangible corporate assets. Every year NRA Officers budget millions of dollars to
image-building expenditures, turning themselves into celebrities to build trust and popuiarity with
the members. Since NRA members pay for these expenditures, the resulting images are intangible
assets which, as they pertain to NRA affairs, are owned at least jointly by the Association during an
Officer’s term. The Officers’ opposition to candidates is not simply a free-speech issue when it
involves the use of corporate assets to prevent the membership from properly exercising its
franchise. For the Officers to expand and capitalize on image-building expenditures and on their
control of other NRA assets to manipulate elections and perpetuate themselves and their supporters
in office is an abuse of power.

Something on the order of one million members are eligible to vote in Board elections. Even if a
candidate could raise half a million dollars or so to contact them by direct mail, the voier lists are
“confidential” and controlled by leadership. Alternatively, an ad campaign in the magazines could
be on the order of 50-100 times cheaper than direct mail. Consequently, as noted in Fitzgerald, the
only effective means of communicating with the voting members is the NRA magazines,
particularly the annual ballot issue. Thus, the Officers, vendors, and certain Directors that are
financially allied with them control what might appear to be the only means of reaching voting
members.

But for those in control, the magazines are nof the only way to reach voters, There may be mailing
list abuse as well. A number of voters have received direct mail from committees supporting the
controlling leadership faction, and have expressed the opinion that their names were obtained from
NRA’s ‘confidential’ lists. These lists are denied to any candidate or member critical of NRA
leadership, a violation of Fitzgerald v. NRA.

The self-serving manipulation of member assets in elections yields a powerful edge. Leadership has
cleverly packaged their campaign message with slick voter-targeted marketing throughout the ballot
issue. [n fact, ransparent manipulation of the elections began well in advance of the ballot issue,
extending beyond NRA publications into direct mail and independent gun-related miagazines, all
paid for by NRA. Recently, for example, a fundraising letter went out to NRA members at NRA's
expense in which Mr. Heston discussed his desire to run for NRA President, The apparent intent is
to affect the elections, even if it means violating the Fitzgerald decision.

It costs some twelve thousand dollars to run a full-page black & white ad inside the election issue,
and a group of petition candidates were able to pool their funds and run two ads. Compare that to
Mr. Heston, who is on the ballot and is campaigning not only for the members to re-elect him to the
Board, but also for the Board to elect him as the next NRA President. Mr, Heston appears on the
cover of all three ballot-issue magazines next to the messages, “Your Ballot Inside,” and “Wayne
La Pierre Interviews Heston.” Interlaced throughout the magazines are subtle and not-so-subtie
voter messages from Officers and supporting Directors. Observers have aptly dubbed the well-
orchestrated Heston interview an “advertorial,” or a thinly veiled pro-management advertisement n
the guise of an editorial or column. That is followed by a full-page ad, purportedly paid for by “The
Committee for a Strong & Effective NRA”. It features a photo of 1* Vice President Heston with
Executive Vice President La Pierre, giving their recommendation on whom to vote for and against

ADDENDUM BY PLAINTIFFS Fage4of 10




(of course the latter list included all of the Plaintiffs, one of whom, Howard Fezell, has served a
term as a Director). They also recommend that members vote against the Financial Disclosure
Amendment for Officers and Directors, which was qualified by member petition.  The ballot
immediately follows that section.

it’s all very professionally done, from a campaign/marketing perspective, In its totality it was a
costly endeavor, particularly considering that their ads have run unopposed in many independent
firearms publications, and continued to run in NRA publications even after the ballot issue.  Who
paid for this? Who designed it? Who orchestrated it? Who authorized it? What counsel reviewed
the work? Did the membership pay for any of it? Were Association assets used either directly or
indirectly? If so, the Officers have not disclosed it to the members. Did vendors fund it or
“volunteer” their efforts as in-kind contributions? Did gun manufacturers or gun dealers provide
support? The membership has a right to know the answers to these questions, just as they should
know that we paid for our own ads with our own money.

It seems that control of NRA’s ad budget is being vsed as an election tool as well. For example,
about the time NRA began spending large amounts of money in independent gun magazines to
promote Charlton Heston's new fundraising campaign, a number of these gun magazines adopted a
pro-NRA leadership editorial stance.

It is our understanding of Firzgerald v. NRA that it is unlawful for Association assets -- tangible or
intangible -- to be used by Officers or Directors to campaign for Officers or Directors. If that is the
law, then in the last two Board elections NRA Officers (and others) have violated it, for approving
the use of their titles and photographs within the NRA magazines in an election ad is approving the
use of Association assets. Given the Officers’ control of the lists and publications, one would expect
them to avoid angering members by giving even the appearance of impropriety in the election
process. That has not been the case. Indeed, abuse of the publications has continued nearly
unabated in the very edition that contains NRA’s apology for the contemptuous nofice. (see
attached)

The EVP, the Secretary and the Executive Director of ILA are all paid employees of the NRA. And
NRA President Hammer is effectively a paid employee, since her salary has long been indirectly
made possible by a grant from ILA (this despite NRA Bylaws, which mandate that the Presidency is
to be a non-paid position occupied by a Director). Further, in direct violation of NRA bylaws
requiring disclosure of conflicts of interest by NRA officials at the annual members meeting, NRA
President Hammer has for 15 years failed to disclose her major financial conflict of interest to the
membership.

Employees are the most valued assets of an organization. In this case, tens of millions of dollars of
membership monies are invested, year in and year out, on PR and image building, particularly on
the EVP, the President, and the Director of ILA. These expenditures ensure that their names, titles
and likenesses are well known to members. While First Vice President Heston is technically not a
paid Officer, NRA has evidently been paying its PR firm, run by Mr. Heston’s political consultant,
as much as $25,000 per month to manage and provide access to Mr. Heston ever since he became
an NRA spokesman a decade ago. This arrangement may constitute an in-kind benefit to Mr.
Heston, subsidizing the firm’s services to him.
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It is also our understanding that under New York Not-for-Profit Law, Directors must be volunteers
and cannot receive payments or emoluments from the Association. This tenet is also mandated in
NRA's Bylaws. But it is common knowledge among Directors that a number of them are either
directly or indirectly through organizations they control getting payments from NRA or affiliates.
There are incestuous, vested interests at work. How can Directors exercise their fiduciary duties,
including oversight and control over management, when the same Directors are effectively
employed by management and must toe management'’s line to keep their deals?

Aside from legal issues, undue influence in the election process enables the Officers to select, elect,
and control their own employers and overseers — the Board of Directors. This not only flies in the
face of fair and democratic elections but also has a chilling effect on the core functions of a
corporate Board, preventing fulfillment of basic fiduciary responsibilities and corporate
accountability. Under the Bylaws, the Board effectively re-hires NRA Officers by election every
year. Thus, the Officers are using the members’ assets to select, elect, and manage those who will
in turn re-hire them, approve their spending plans and salaries, judge their performance, etc. The
crucial ability of the Board to hold management accountable is weak or nonexistent because
management controls the Board. In other words, NRA is out of control because management

effectively lires itself.

144

The lack of accountability has led to the incredible arrogance that this Court recently experienced.
But unlike NRA members, the Court has had only a small taste of this arrogance. Bylaw violations,
abuse of member assets and resources, and vicious attacks on members are pervasive, NRA
policies and bylaws are selectively enforced and interpreted against ordinary members and dissident
Directors and groups, relying on questionable opinions by NRA Board Counsel Shulman. Basic
standards of conduct and even common decency are routinely ignored. Here are a few examples:

o Several months ago, a dissident Director received a harassing letter from the NRA Secretary
Land demanding that he cease use of the NRA name and logo on his web site, despite the fact
that he had previously been given permission. Meanwhile, to our knowledge, web sites and
groups allied with NRA leadership, such as the “Committee for a Strong and Effective NRA”
which ran the pro-leadership ads mentioned above, have received no such harassment for their
use of NRA’s name and logo. In fact, through their control of the magazines, NRA Officers
approved the use of NRA’s name in these ads which also contained the Officers’ own voting
recommengations. This selective enforcement and abuse of NRA’s proprietary logo rights in
an election cycle is disturbing,

¢ At the February 1998 Board meeting, a Director pointed out that a vote was improper under
Roberts’ Rules under which, according to the bylaws, NRA Board meetings are conducted.
President Hammer ultimately acknowledged that the vote was improper but refused to correct it.
When the Director persisted, President Hammer simply had his microphone switched off.
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o Until 1997, as clearly mandated by the Bylaws, NRA’s 76" Director had been elected by the

voting members present at the Annual Meeting, from among those candidates who had been
nominated by committee or petition, had run in the mail ballot election, but had not been
elected. Per the bylaws, never before had write-in candidates from the mail ballot election been
allowed to run as ‘nominated’ candidates for the 76" seat, though any life member can be
wrilten-in or even run a write-in campaign for that seat. Charlton Heston had not qualified for
nomination as either a Nominating Committee candidate or a petition candidate, and thus had
not run in the mail ballot election. But he had received one write-in vote. At the May 1997
Annual Members’ Meeting, NRA leadership — supported by counsel — allowed Mr. Heston to
run for the 76™ seat as though he were a nominated candidate, contrary to the Bylaws. From
that improperly gained position he was able to run for 1* Vice President the next day. NRA
counsel’s questionable opinion casts doubt on the legitimacy of Mr. Heston’s current Board and
Officer position. And even if counsel was correct, then all past write-in candidates were
improperly denied consideration. (Note: When angry members wrote in names like “Donald
Duck,” the leadership excluded these write-ins from the newly expanded interpretation. Perhaps
on grounds of non-membership?)

NRA’s bylaws unambiguously state that the Board of Directors sets the dues for all membership
categories. At the end of 1996, NRA leadership faced another large operating loss. So without
Board approval, they reset the dues and held a fire sale of Life, Endowment, Patron, and
Benefactor memberships, incurring massive unfunded liabilities to raise short-term cash to
cover the impending loss.

On February 24™ a notice was posted on the NRA’s official internet web site telling members
how they can obtain a copy of the Nominating Committee Report from the NRA.

Plaintiffs and many voting members across the courtry have received a letter (provided by
Counsel) featuring the Nominating Committee Report, It was sent by NRA Director Sue King,
who is ironically Chair of the NRA’s Ethics Committee as well as Treasurer of the Commilice
Jor a Strong and Effective NRA. Evidently Ms. King believes that she is bound neither by what
appears to us to be the intent of the Court on this matter, nor the spirit of Fitzgerald v. NRA,
which points out “the fiduciary duty of corporate directors to insure fair and open elections.”
This brings into question the purported “confidentiality” of the voter lists. We know that,
theoretically, NRA Directors can obtain partial lists of NRA members by signing a
confidentiality agreement to only use it for local grassroots development and fundraising. But
using any such list for Board and Officer election purposes would be, at the minimum, against
Board policy. Moreover, such lists are obtained only with great difficuity and, to our
knowledge, national lists have never been given out in the past except to NRA’s direct mail
vendors. Who is providing Ms. King with her lists, and at whose expense?

Recently, eight proposed NRA Charter Amendments (none friendly to management) were duly
qualified for a vote at the upcoming Annual Meeting. These include amendments requiring
term limits, a 2/3 reduction in the size of the Board, and full Director and Officer disclosure of
conflicts of interest. At the February 1998 Board meeting, backed by counsel but nonetheless in
clear violation of the Bylaws, NRA leadership announced that they would not allow the charter
amendments to be considered at the Annual Meeting. However, in the specter of the contempt
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proceedings in this Court, they backed off that position, stating that different counsel had given
them 2 second opinion. We believe this accounts for retraction in this month’s publications,
offered only to avoid or minimize court action. As noted above, the other Fitzgerald abuses
have continued nearly unabated in that same publication.

o Dissident Directors and others, including a recent Finance Committee Chairperson, discovered
that the NRA leadership and specifically the Executive Vice President spent huge amounts of
money without procuring the bylaw-required signatures of other officers. Other substantial
sums were spent without any paperwork whatsoever.

In light of this culture of contempt, the notion cultivated by NRA leadership that their
contemptuous act was an innocent mistake is highly suspect, as is the argument that NRA’s printing
process cannot accept a blank page. “This page intentionally left blank” is the traditional solution.
Better still for NRA’s finances would have been to offer the page as commercial ad space, perhaps
at a reduced rate due to the short time frame. Please note, however, that contrary to their contention
that that blank pages are not feasible , the page following the retraction was in fact blank.

Conclusion

It came as no surprise that NRA was held in contempt for violating the Court’s Order, for we
believe NRA’s leadership has been corrupted by its own power and influence. The arrogance
leading to this is typical of NRA leaders, and symptomatic of their successful suppression of
prudent corporate accountability. No management would illegally use corporate assets to publicly
attack sitting Board Members, suppress opposition views and flagrantly violate laws and bylaws
without confidence in its control of the Board, which can only be secured by manipulating the
election process, corrupting Directors, or both. The magnitude of violations and orchestration
required are consistent with a pattern of collusion to influence the election for personal advantage.
Corporate assets, both tangible and intangible, have been improperly used by those involved.
Should the Court make further determinations that its orders were violated or other laws broken,
those invoived should be sanctioned to the fullest extent of the law, as they do not seem to
understand, respond to, or respect anything else. At the minimum, their actions have injured the
NRA and many of its members, specifically the plaintiffs, whose reputations were damaged. The
remedies we seek are simply justice and accountability.

Because the leadership blackballed us as troublemakers in the ballot issue (for simply holding the
leadership accountable to one member Bylaw of the many they have broken), none of us expect to
be elected. We have been damaged and the bell cannot be unrung.

The notice published in the latest NRA magazines was a wholly inadequate gesture designed and
offered to appease the Court, stave off contempt, and avoid setting aside the election. Not only does
it fail to cure the maladies of the prior contemptuous notice, it highlights them. Most importantly,
the vast majority of NRA's voters cast their ballot upon receiving the election edition of the
magazine, which contains the ballots, and in this case, also contained the contemptuous notice. The
apology was printed two months later, technically still an election edition, but far too late fo reverse
the effect. Since the vast majority of ballots had already been cast before the retraction was
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printed, the damage to our candidacies was in no way compensated. It is not surprising that the
NRA leadership cooperated in printing the refraction, since they knew it was too late o remedy the
effects. It cost little and gained much. The blackball was a fait accompli, and the retraction, in the
larger scheme, was a tactical ‘concession' that staved off nullification. With respect to the
leadership’s primary goal of maintaining control, if the election is not nullified they will have
‘gotten away with it” and the members - not the leadership - will have paid for it.

Nullification would certainly move things in a more equitable direction. But in and of itself, it
would not create sufficient conditions for a fair election, nor remedy the damage to our candidacies.
If further election-related misuse of corporate assets is not prevented (4-page ‘advertorials’, cover
photos, member list abuse, improper endorsements with NRA logo and titles, selective
interpretation and enforcement of policies, etc.), and if nothing is done to compensate for the
damage to our candidacies, leadership will have gotten away with blackballing us and we will have
no equitable chance of overcoming the effect of their actions. Moreover, they will have suppressed
the membership and future petition candidates from raising questions and opinions in debate about
the policies and performance of Officers and Directors of the National Rifle Association.

We are not opposed to Mr. Heston or any member exercising their right to run for NRA office. ltis
the manner in which Mr. Heston and others in or allied with leadership have obtained or retained
their offices that we find not only disturbing but frustrating, as we do not have the financial
resources to match their power and influence. The leadership’s improper election influence does
not need to achieve 100% success. All they need is a majority of the Board seats to maintain their
status quo. Control of mailing lists, publications, image-building expenditures, vendors, and NRA’s
various campaign management resources provide an advantage worth millions of dollars a year.
When these resources are improperly brought into play, NRA membership can’t even get to the
playing field, et alone level it.

Nullification eventually followed by a new election monitored to ensure fairness and compliance
with the spirit of the Fitzgerald decision prejudices neither the membership, nor petition candidates
such as ourselves who constitute the broad majority of candidates. In fact it is in their interest.
Membership has a right to a fair election, and the campaigns of all petition candidates — not just
ours - have been harmed by NRA leadership’s abuse of corporate assets. The remaining
(Nominating Committee) candidates benefited from that abuse, though most of them probably did
not participate in it. In that sense, nullification followed by a fair election is contrary to a narrow
definition of their best interest, but they can hardly claim that their rights are prejudiced by a fair
election.

The estimate of financial loss that NRA claims would result from election nullification is incorrect.
Nullification simply means the present Board would remain in office another year, But even if their
estimate were correct, all of the improper acts that tainted the election were committed by the
Defendants, and they would have no one to blame but themselves.

Moreover, NRA is largely in the business of winning elections on the lecal, state, and national level.
The resultant expertise and resources can be redirected inward to manipulate internal clections.
That NR4 leadership’s arrogant willingness 10 ‘play dirty’ here might in any way represent or
affect their conduct in public elections is disturbing to us as NRA members who see the risk of great
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harm to NRA's reputation and effectiveness should it remain unchecked. Egually important, it
points to a greater social interest in holding NRA’s internal elections to a high standard of

Sfairness.

As NRA leadership has gotten used to ‘getting away with it’, their scofflaw arrogance has fed on
itself. They have displayed mounting contempt not only for bylaws, corporate policies, business
prudence, fiduciary duties, and not-for-profit law, but also for commonly accepted standards of
conduct such as honesty and decency. It is our hope the Court will take this opportunity to begin to

put a stop to this.

In closing we wish to thank the Court for hearing our grievances.

Signed by:

; sl
¥

On Behalf of the Plaintiffs:

Jerry L. Allen, William Dominguez, , Howard Fezell, John Guest, Jeff Knox, John C. Krull, John
H. Trentes, Larry R. Rankin, Frank H. Sawberger, Kim Stolfer.

Recondoc
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ATTACHMENTS

1) NRA'’s Financial Health 1985-1997: Bar chart with tables of exact figures taken directly from
NRA’s Audited Financial Statements which are available to the public.

2) NRA Finance Committee Meeting Report; Mailed to each Board Member and again distributed
and presented to the Board of Directors at the first Board Meeting of 1997; after which the Chair
resigned when only a minority of the Board attempted to take action, resulting in the Board taking
no action of accountability. It is common knowledge that during this meeting of the NRA Finance
Committee a straw vote was held which was a unanimous no-confidence vote of NRA’s
Management. President Hammar abstained from voting and at the close of the meeting declared the
meeting a nult and void. Later President Hammar supported her declaration with a “legal opinion”

from NRA Council Mr, Shulman.

3) One of several NRA Operations Audit Reports: on NRA Monies spent by NRA Management
against NRA’s Bylaws & Board Policy. This report was sent by mail to ail NRA Directors and
distributed again and presented verbally to a full meeting of the NRA Board of Directors. Only a
minority of the Board attempted to take action resulting in no action of accountability being taken

by the NRA Board of Directors.

4) Fitzgerald vs. NRA Decision.




$200,000 JKey indicators of NR nancial Heaith;
Fiom Coopers & Lybrand Audited Financials t
$150,000 4-————_—1985.96 Balance-Sheets. : __1"‘ .
{Numbers in Thousands) | _ B
$100,000 —
$50,000 S 1 -
55 22 A g %
1| B1Liquid Assets/Money in the Bank | N
$50.000) 4 > o
( "1 O Future Liability to Members |
10000 11 @ Net Worth/Members Equity ;
£100.000) 1 S Unfunded Liability T
$150,000) *{in color chart, Net Worth changes to RED when negative)
85 8 87 88 89 9 91 92 93 94 95 S5 97
L Prepaid Dues: * Columns nol cumulative The chart above is a graphical presentation of
(Deferred Inc.) the figures to the left, from NRA audited financial
- L corcuc . statements. Pror to '91, liquid assets (largely
f:‘;‘:;z::\aé’:&y k;?s:g EEL”'E::: Nerfs:::th' cash prepaid dues) roughly tracked deferred
- liability (future years of operations members paid
($65,633,000)} $80,916,000) ($4,717,000)] $10,450,000§ forin advance). 100% of NRA members serviced
($79,292,000)] $73,093,000f (56,199,000)f  $9,164,000f 106% of operating cost, as prepaid dues were
($85,468,000)] $86,023,000 (8555,000)]  $16,350,000) held in the bank to fund/pay the future cost of
($92,791,000)] $86,599,000] ($6,192,000)] $10,573,000] ‘servicing’ members. But then cash (liquid
(599,712,000)] $89,703,0000 ($10,009,000)f $10,972,000] NRA’s*91-96 | assets) was drawn down to
($103,680,000)] $92,807,000] ($10,873,000)] $12,144,000f Net Gain/Loss* | cover losses, resulting in
($116,490,000)f $80,594,000f ($29,895,000)f  $2,770,000f (59,561.000) { massive unfunded liabilities.
($125,487,000)] $59,360,000f ($56.127,000)] (S34,472,000)] (S37.421,000) f§ Now, effectively half the
(5142,807,000)] $49,818,000] (552.989,000)] ($55,245000)f (532,946.000) | members’ dues pay all the
($160,211,000)] $41,724,000] (5118 487,000} (S57.426,000)F ($1,472,000) {annual operating  costs.
(8159,352,000)] $42,918,000] (5116.434.000)] (S51,515,000){ $3,218,000? note Tha‘g why f‘:’RA f°°""""a“¥’
($157.516,000)f $50,900.000{ (5105.616.000;] (546,505,000)] Positive?? note § POUNUS MEMbErs formoney.
(578.173,000) |{Total

Notes: In a given year, fulure liability to members {deferred inc.) is the balance of dues remaining for the membership
period each member paid for. E.g., in '93 a 5-yr member pays $125, amortized (used up) at $25/yr. In '95, NRA owes the
member 3 more years, or $75 worth of services... What appears to be a positive trend in '95-98 financials (net worth & net
income) is not due to fundamental operational improvement, but mainly to LUCK: Most of NRA's liquid assets (largely
prepaid cash dues) are invested in stocks & bonds. From 94-96 it might appear that liquid assets grew by $10 million from
dues & cash gains on operations (cash receipts iess cost), reducing the deficit. Not so: Increases (decreases in the deficit)
were mainly due to good stock market performance, raising the ‘unrealized gain' and overall value of our portfolio. All the
more fortunate given that NRA's no-bid investment arrangement has massively undetperformed the markets due in part to
high expense & tumover. These are ‘paper gains', not ‘cash gains', and they can be {ost far quicker than they were made’if
the stock market drops... As for ‘96, going into the 4™ qtr. NRA had a loss of ($7million). To cover the loss and come out
“positive” for the year, NRA officers violated the bylaws and held a fire sale on life memberships: A liquidation yielding short
term income with fong temm effects. At best these diScounfed dues should've been reserved to cover (fund) the full,

- undiscounted caost of servicing new members for life. Sadly, the cash was spent before it came in the door... As to claims

that losses were actually “investments” into NRA: If so, then the liquid assets would've become hard assets, thus financially
sound - they didn'... As for management performance, the Board was given a report exposing how $300 million was spent
against bylaws & board policy. The Board did nothing. It's doubtful the money was well spent, as there were no written
contracts 10 serve as benchmarks to judge vendor performance. But NRA leaders say it's OK and the Board rubbqr-
stamps. Then again a majority of Directors defeated a bylaw requiring them to disclose to membership &heir own financial
deals with NRA. Note ("?" above): Positive due 1o the lucky circumstances of rising markets and a liberal (some would say
questionable) accounting rufe change that let NRA count unrealized (paper) gains from marketable securities as profits.
From a core operations/cash posilion NRA was again in the red in '96 and, as usual, puited cash out of the bank to cover
the shortfall. Note (“??" above): Positive due to unlawful fire sale of life, endowment, patron, & benefactor membershigs.
Further monaged NRA's future; incuming unfunded, long-term liabilities while forever lowering the value of spetial
membership categories which untii then had represented a known, high level of donation.
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NATIONAL RIFLE ASSOCIATION OF AMERICA

SPECIAL REPORT
&
FINANCE COMMITTEE MEETING MINUTES
DALLAS, TEXAS DECEMEER 7, 1996
Introduction

From the Chair: Traditionally, the Finance Committee meets annually in December of each year
as part of the budget process to review the proposed budget prepared by staff. Generally, the
Committee reviews and accepts the budget prepared by staff, or more often than not sends the
budget back to staff with recommended adjustments in their budget projections for the coming
year, before the Committee will accept or recommend the annual budget to the Board of
Directors for their approval at the first board meeting of the coming year.

For the record, as Chair, I was not intending to hold the traditional December Finance Committee
meeting for several reasons: 1) The staff did not have a budget proposal completed to present to
the Committee for a December meeting. 2) In November, just after the third quarter results were
posted, Woody traveled to Santa Barbara to discuss my concerns on the third quarter results, the
status of the budget and the information we wanted to see in relation to it. We spent 3 days on
these matters. Donna Bianchi, had called me expressing her concerns and came up from San

_Diego to join these discussions with Woody. Therefore, the Chair & Vice Chair had discussed

with the CFO our concerns regarding the 3rd Qtr results and the proposed 1997 budget. 3) Aside
from the Holidays, I had critical business commitments scheduled that tied me up from December

through mid January.

As of early November, only the Finance Committee had been sent the 3rd Qtr financials. About
the time Woody, Donna and I were meeting in Santa Barbara, I began receiving calls from other
Committee members who were concerned about the recent financials. They were of the opinion
that although the staff had not completed its budget proposal, the Committee should meet to
establish financial policies, as it had been authorized and directed to do by the Board under
Finance Committee Resolution #14 passed by the Board of Directors in September (pg. 19,
Minutes of the September Board Meeting), and further, that the development of financial policy
by the Committee would most likely have an impact on any proposed budget by the staff. Of
course they were right on those points -- and I was then leaning to a late January meeting.

I also received a call from First Vice President Knox, who is also a member of the Finance
Committee requesting a December meeting of the finance committee and suggest I hold it in
Texas as this location was convenient for most of the Committee members and he would be in the
state at the time. While I made no commitments to Neal at that time, I told him | was
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considering a late January meeting due to my own pressing business commitments. Neal's concern
on that point was that a late January meeting would not allow staff the turnaround time necessary
to make adjustments and/or incorporate any financial policies established by the Committee before
the February Board meeting, which by then would only be a few weeks away. The way it was lefi
with Neal was that he asked me to give consideration to his request and I told him I would.

On November 21, 1996 1 received a Fax from Second Vice President Ross (attached); a copy of a
Fax that he had sent to the President that same day stating his financial concemns, and requesting
that the Finance Committee be reconvened after the Thanksgiving Holidays, and further suggested
Dallas as a convenient location for Committee members. Albert also suggested the Board be
invited to attend at their own expense. Later that same day, I called the Committee's Secretary
{Woody Phillips) and informed him of the calls I'd been receiving from Committee members
requesting a finance committee meeting in December, including the Fax from Second Vice
President Ross to the President, and the call from First Vice President Knox. I confirmed with
Woody that I intended to convene the Committee from recess in December. Due to conflicts, Joe
Olson, I and others had with a late December date, I asked him to immediately notify all
Committee Members, the officers and the EVP to see if a December 7 date worked. I also advised
Woody, considering the budget figures were not yet available and the Committee was primarily
going to review financial results and financial policy, to keep the cost down — as we didn't need
an army down there; from staff only the EVP, himself as CFO, Beth and Jim from his staff were
required to attend. Per Albert's Fax [ also requested that he inform all Directors that they were
invited to attend and further directed that he distribute the 3rd Qtr Financials to all Directors. The
next day on November 22. 1996, I fellowed up with Woody in a Fax (attached).

Footnote: Resolution #14

“RESOLVED, (a) The Finance Committee is authorized to establish the financial
- policies of the Association provided that only those members of the Finance Committce
who are members of the Board of Directors shall be eligible to vote on such policies. These
policies shall be reported to the Board of Directors at the next regular meeting for
discussion and/or ratification by the Board. Until the Board takes action, the financial
policies established by the Finance Committee from time to time are in effect;”
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MINUTES

The Finance Committee convened from recess at 9:00 AM on December 7, 1996 Hyatt
West Hotel, Dallas Fort Worth Airport.

Meeting Attendance

Committee Members Present: Richard L. Carone (Chairman), Donna Bianchi (Vice Chairman),
David E. Bennett, Robert K. Corbin, Fritz R. Dixon (by telephone), Robert E. Hodgdon, Sue
King, Neal Knox, Joseph E. QOlson. Francis Winters was out of the country and excused. Note:
Francis is the only non Board Member on the Committee and as such could not have voted on any
financtal policies passed by the Committee per Board Resolution 14.

Other NRA Directors Present: Barbara Phillips, Philip Journey, W. M. “Bill” Pace, Ronin
Colman, and Michael Kindberg.

Officers: NRA President Marion Hammer, NRA First Vice President Neal Knox, NRA Second
Vice President Albert Ross.

Stafl Officers Present: The following staff officers attended the non-executive session of the
meeting: Wayne LaPierre, Executive Vice President, Wilson Phillips CFO/Treasurer; Edward J.
Land, Secretary; Craig Sandler, Executive Director-General Operations; Tanya Metaksa,
Executive Director-ILA.

Other Stafl Present: Jim Duff, Managing Directaor-Finance; Beth Cunnigan, Director-Financial
Services; Mary Rose Jennision, ILA Fiscal Officer and Stephanie Gothard, Administrative

Assistant.

Wilson H. Phillips Jr. served as Secretary to the Committee. Minutes were compiled from notes of
the Chair (RL. Carone) & Vice Chair (D. Bianchi), Vice President A. Ross, J. Olson, M.
Kindberg, W. Pace and others who provided notes or who's motions were passed by the
Committee, and those of the Committee's Secretary.

Matters Discussed By The Committee




Review of 1996 Financials/Operations

The first issue the Committee reviewed was the results of operations for the nine months ending
September 30, 1996 and for the eleven months ending November 30, 1996. It was noted that the
cash flow for the periods had moved from a negative ($1.7 million) during the first nine months of
the year to a positive $4.4 million during the last eleven months period, and concurrently that the
accrual based losses before unrealized gains had moved from a ($7.5 million) operating loss
during the nine month period to a ($3.9 million) operating loss for the eleven months ending
November 30, 1996. After unrealized gains from our portfolio investments in the stock market,
the November 30,1996 Income Statement showed a foss of ($1.8 million) Vs. a (87.1 million) loss
incurred in the first nine months (September 30, 1996); the unrealized gains from our security
investments in the stock market was only $396,000 on the September financials, yet the eleven
month financials show unrealized gains from our investments in the market at $2.2 million for the
year to date (11/30/96).

It was noted by the Committee, their continuing serious concern, that the major factors in
improving the Financial results were not fundamentally obtained by operations, but by fortuitous
unrealized gains from the stock market which could just as easily become losses and by funds
derived from, and almost exclusively driven by, a fourth quarter (one time) fire sale of upgrades in
membership class (to Endowment, Patron, and Benefactor) by offering significant discounts for
those memberships (125th anniversary discount promotion). The Committee noted that these
funds would be expended to cover losses or costs already incurred through the third

quarter, thus cash from this membership promotion was not going to remain in the reserve
ortfolio’s (assets) to offset the liabilities and sionificant deficit the NRA has incurred on its

financials (balance sheet).

It was noted by the staff that improvements in cost containment are continuing, as evidenced by
the financial fact that every (cost) area of NRA operations (except one) was under ihe Board
Approved budpet. The exception was the EVP directed public relations expenditures, which were
significantly over budget ($2,022,900) through the third quarter, The Committee noted that our
problem is not that staff is remaining under budget with respect to Board Approved budgeted cost
items or that cost contzinment is not continuing or contributing toward improvements to the
bottom line. The problem is that these efforts at cost containment are not keeping pace with
falling net revenues resulting from declining membership and member contributions which
in_turn_produces quarterly losses on_budgeted costs incurred, requiring fund raising
miracles in an attempt to balance the income statement.

As the Chair and other committee members pointed out in this meeting, as well as in previous

finance committee meetings; the fundamental problem is simply that the management has failed to

match, cut or adjust operations so that actuals in the cost structure are in line with actual revenues

as they accrue throughout the calendar year. Each year the Finance Committee and the Board

expects NRA's management to take corrective action througheut the year so that at the end

of the year the Board Approved Budget Projections balance with the Actuals Incurred with
4




respect to the bottom line. As Joe Olson pointed out, no contingencies are pravided by
management. The fact that NRA's management has historically been unable to baiance the
income statement was graphically presented to the Committee by the CFQ/Treasurer in a
10 year chart of NRA's revenues, expenses and net income. This chart, with accompanying
figures showed that in the last six years NRA has incurred operating losses in the range of
($70,000,000). The cash drain due to losses and capital expenditures is at_least
{$85,000,000).

It's also important to recognize the Board bears responsibility here as well; at the January/
February Board Meeting for each of the years 1991, 92 & 93, the Board approved budgets
for those respective years, providing for, deficit spending or losses totaling ($53,000,000),
However, NRA management greatly exceeded those approved losses. As shown, these losses
were covered by liquidating NRA's assets while at the same time incurring debt, to the
point that NRA's net worth (assets minus liabilities) shows a deficit in excess of
{250,000,600). For as long as any of the present Committee Members have been on the
Finance Committee, the Committee has continued to express its serious concern with this
deeply disturbing trend. The financials provided to the Committee dated November 30,
1996, show a (Net Worth/Members Equity) Net Assets deficit of ($53,272,000); the NRA
has been technically insolvent for several years, while at the same time the Association has
incurred substantial debt, continual gperating losses concurrent with significant capital
spending outfays, and (since mid 1995) a fall in revenues due to declining membership and
coutributions from members. The unprecedented rate of the liquidation of the
Association’s assets over the last five years, used to meet current obligations while future
liabilities were increasing; leaves the Association without a cash cushion and few optious.

Therefore, while the Chair commended the EVP for pulling off another fund raising miracle, it
was also recognized, that while this latest promotion significantly helped close the gap on losses
for the year (1996) it did not change the fundamental character of the Association's serious
financial troubles, in fact it highlighted our problems. Specifically, as the Committee discussed,
the Association's insatiable need to produce fund raising miracles, just to cover operating
costs that would otherwise result in even higher operating losses as well as the fact that fund
raising promotions such as the certified mail program (recently condemned by the Board) and the
membership discount program (including this latest upgrade fire sale) are not treated as
discretionary incomie to the Association because they are required to fund expenses in the overall
cost structure and cover losses, not to reduce the significant long term liabilities & debt the
Assaciation has incurred.

Promotions such as the recent membership class upgrade fire sale are, in effect, a

continuation of the asset liquidation mode the Association has been engaged in over the last

severa! years. It is nothing more than a sell off of a soft asset (recognizing that our members and

their good will are the crown jewels of the Association). Further, as the Committee noted, this fire

sale of memberships categories, dilutes the value of these memberships as a whole, particularly to

those who have already paid the full price or to those who otherwise would have paid the full
5
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value price of these memberships in the future. As VP Ross pointed out during the discussion of
this issue; in that membership upgrade to "Endowment" implies that we are endowing a category
of membership, all of these moneys should be placed into a Board restricted portfolio asset.

Unfortunately, the truth is that management has already spent most of those funds received (as of
the December Finance Committee meeting) in an effort to offset losses on the income statement.
These funds were not used to address the significant deficit the Association has incurred on its
Balance Sheet (which would address the long term financial problems of the Association).

At the close of the presentation and discussion on the 3™ Qtr. financials, the Chair asked the CFO
what he expected the impact of the discount on membership upgrades would be on year end
figures. It was noted that the CFO believed that on a cash basis we would be positive; with
respect to the financials on an accrual basis, the Income Statement would probably be negative on
revenues over expenses. However, he did not expect it to be more than a $2-3 million deficiency.
After unrealized gains from NRA's investments in securities (the portfolio), he expected that
should a loss be incurred he did not feel that loss to be more than what was shown the Committee
in the November 30, 1996 Income Statement ($1.8 million) as he expected that loss to diminish
due to the response to the (one time) membership class upgrade promotion and unrealized gains
in the market. No significant changes are expected in the Balance Sheet deficit.

Agenda Items: After reviewing the financial results, the Chair requested submission of agenda
items the Committee wished to discuss for the continued development of financial policy. The
Chair informed the Committee that any areas the Committee wished to cover, would be discussed
first, and that any specific resolutions addressing financial policy would be noted during the
discussion, then taken up, finalized and voted on after all financial issues were discussed. The
following is a list of discussion items taken from the Committee in the order received by the
Chair:

. Financial information required by the Committee. (Chair)

. Fritz Dixon's letter to the Finance Committee. (F. Dixon)

. Budget policies such as contingency funds. {J. Olson)

. Officer sign off on contracts and other agreements. (A. Ross)

. Policies to build endowments. (A. Ross)

. Updating lifetime value analysis. (Bennett)

. Building actuarial commitments for Life Member trust fund concept. (W. Phillips)
. Public Relations being significantly over budget. (Chair)

. Finance Committee following Board Policies & Procedures, (Hammer)

O 00~ W b W e

Agenda Issues Discussed

Financial Information required by the Committee; to review the 1996 proposed budget as well as

quarterly financial performance and future budgets.
6
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1. A projected three year budget or financial plan as opposed to only a 12 month budget
projection.

2. Accounts payable ledger by vendor, with aging.

3. Ten year historical financial statements.

4. Graph/Chart of key line items (revenue, expenses, net income, number of employees, payroll
and benefits etc.) over 10-15 years. as presented to the Finance Committee by the CFO in this
meeting.

5. A summary of membership activity assumptions included in future deferred income, with
-amortization schedule. .

6. Footnotes to the financials; indicating pertinent reasons for a deviation in actuals against
budgeted projections; assumptions and strategies in budget projections.

7. A capital budget.

8. Monthly Cash Flow Statement (receipts minus disbursements), free cash flow line before debt
service (itemizing interest & principal for the credit line & mortgage), then deposits &
withdrawals from the portfolio

9. A statement showing the financials of the NRA and each of the related 501 (c)(3's) &

combined total.

10. A schedule showing the various stages of budget development.

11. A 4-quarter rolling budget review; in a format to be reviewed by the Chair of Finance.

12. A lifetime value calculation with assumptions.

13, A summary of payroll, including temps and consultants who perform as employees.

14. More detail on General Operations activities.

15. Separate tracking of Board mandated expenditures with year to date and policy to date totals.

16. Personnel Report information; including historical to date figures on total number of

employees, benefits (including pension plan, vacation & holiday policy), burden and any other

cost.

17. Standard Income Statement (revenues above, expenses below) as well as the net revenue type

income statement used to analyze operational activities.

Other Agenda items discussed in open session:

1. The need for management to build contingencies in to the budget for anomalies.
2. The need for further financial policies with respect contract administration or contract
“protocol” requiring a business case analysis, legal review, and officer sign-off prior to any
contract becoming operational. Places for all appropriate officers to sign. Files maintained to
confirm proper adherence to this procedure.
3. With respect to policies for building endowments (which is critical for insuring the long term
financial health of any institution) discussions centered around the need to segment of a portion of
the portfolio into a Board restricted account (so as to prevent it from being used as a working
capital line).
4. As regards to the PR costs being over budget, there was a general agreement that in our
financial condition the NRA could no longer afford to spend large sums of money on Public
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Refations (through Nov. 30, 1996, $6.5 million was speat on an approved budget of $4.5 million)
nor can it afford to continue allow the EVP to fail to follow the simplest of business procedures -
having written agreements with venders.

Financial issues ancillary to the Agenda that were discussed:

1. The need to pay down debt on the mortgage.

2. Re-affirmed that Officers had “veto™ power over all agreements of $100,000 or more and the
President acting alone could veto any contract deemed unwise or unacceptable as to terms.

3. Neal Knox as Chair of Membership requested a $3,000 budget for a Membership sub-
committee to study the reasons for the decline in membership.

4. The need for a job description for a broadened role of the Managing Director of Membership.

As manager of the Operations Audit I approved $3,000 of the $200,000 1996 annual
Management Studies budget be spent for this purpose and noted for the Committee the
Operations Audit was significantly under budget (through Nov. 30, 1996, only $27,100 of the
budget had been spent).

Modified Executive Session

After several of the above agenda items were discussed the Chair requested the Committee move
into Executive Session, to discuss the remaining agenda items, including Fritz Dixon's fetter to the
Committee. The Chair dismissed all staff with the exception of the EVP & CFO, whom the Chair
asked either to remain in their rcoms or to leave word in their rooms where they could be reached
in the Hotel; as it was Chair's intent to bring them back during the executive session in the event
we needed any questions answered, or at the end of the meeting to notify them of the results of
the secession and the financia! policies the Committee had established.

Marion Hammer & Sue King objected to going into executive session. Hammer's position was
that we need the staff’s “help” in establishing financial policy. The Chair’s position was that, such
“help” hadn't worked well in the past and that the Committee did not need or want to be lobbied
by staff, that if we needed to talk to them for any reason, there were only two persons required
(the EVP & CFQ) and they were available in their rooms. More important, the Committee
intended to discuss the performance and salaries of NRA's management and it was not appropriate
for the staff to be present for those discussions. The Chair’s view prevailed.

Sue King's concem was that if we went into executive session, the matters could not be discussed
with other Board Members. Neal Knox pointed out that he did not believe that executive session
precluded a Board Member in executive session from discussing it with other Directors, so long
as they understood that the matter was discussed in executive session. The Chair agreed and a
resolution was offered to that effect, calling the session a "Modified Executive Session”. This
motion allowed Board Members present to discuss the matters raised in executive session with
any other Director, provided that Director or Directors understood the matter was discussed in an
8
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executive session of the Finance Committee. The resolution passed unanimously; Hammer
‘abstained from voting, stating she was an ex officio member of the Committee.

After several hours the Committee arose from executive session and passed the Following
motions (each passed unanimously -- with Hammer as a voting ex officio member, abstaining).
These motions were made by the Committee under the authority granted it by the Board of
Directors under Resolution 14 of the September 1996 Board of Directors meeting, and are
financial policy until directed otherwise by the Board of Directors:

Resolution 1 Moved, the Executive Vice President is directed to prepare two budgets for 1997.
The first with total expenses limited to 80% and the second limited to 90% of the actual 1996 net
revenues.

Resolution 2 Moved, the Treasurer is directed to liquidate, by close of business on December
12, 1996, the equities in the portfolio and invest the proceeds in liquid instruments acceptable to
the First Union Bank.

Resolution 3 Moved, the Treasurer is directed to investigate options for re-negotiating the
mortgage, so as to eliminate covenants and increase or incorporate a $10,000,000 revolving line
of credit. The Treasurer is further directed to report his findings to the Finance Committee by its
January 1997 session.

Resolution 4 Moved, the Finance Committee recommends to the Compensation Committee that
it implement a performance based compensation system as follows: for FY 1997, salaried officer's
salaries shall be payable at 90% in 12 monthly installments, 10% in December if the Board-
approved budget goals are met, and up to an additional 5%, at the discretion of the Compensation
Committee if the Board-approved budget goals are exceeded.

Resolution 5 Moved, the Executive Vice President is directed to begin an executive search for a
new Managing Director of Membership. The Executive Vice President is further directed to
terminate the current Managing Director of the Membership Division and relieve the Association
Secretary of his oversight role as soon as practicable.

Resolution 6 Moved, the Finance Committee authorizes a committee of the President and Vice
President(s) to appoint an internal Comptroller who shall operate solely under the direction of the
Board.

Resolution 7 Moved, henceforth, all contracts are required to have a business case analysis
performed, and no contracts shall begin before the required sign-off approval as is required by
Board policy.

The Committee recessed.

9
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Notification by President Hammer, that the Finance Committee Meeting was “illegal.”

From the Chair: At the close of the meeting, the President declared the meeting “illegal," stating
that the Finance Committee meeting had not recessed but had adjourned after the September
Board Meeting. She further stated that the policies just enacted by the Finance Committee were
not binding and the motions passed by the Finance Committee were merely of an advisory nature,
not binding,.

My initial response to Marion was that the Finance Committee did, in point of fact, recess in
September and that it did so in anticipation of Board's passage of Resolution #14, in which the
Board gave the Finance Committee the authority to set Financial Policies on behalf of the Board
between Board Meetings. I informed her that the actions of the Committee were indeed binding,
and further, it was my intention in recessing to send a message to the staff that this Committee
was going to be in their face until our financial mess was straightened out.

The other officers present stated that the President’s point was moot as all officers required to call
a new meeting were in attendance; this did not satisfy Marion, So, with the Commitiee present, 1
told President Hammer that, if she thought I was abusing the authority of my position as Chair of
Finance, she should fire me as that what's we're talking about here — when people abuse their
authority or don't perform or vou're not pleased with their performance-—you fire them.
President Hammer's response was, “I would if I could, but 1 can't.” The President was corrected
on this point and I offered to step out of the room and assured the Committee that I was confident
Donna would make a fine Chair of Finance. The President declined to pursue this. However, the
President did state she had an “opinion” from counsel, a copy of which I received (dated
December 16*) approximately two weeks after the December 7" meeting.

I was made aware second-hand, shortly after the September Board Meeting, that the staff (in
particular Secretary Land) was not pleased with the fact that the Finance Committee had recessed
or with the realization that Finance Committee could set financial policy on behalf of the Board.
However, 1 was unaware at the time of notifying the Committes Secretary of the meeting, through
to the close of the meeting when the President declared the meeting “illegal”, that Association
moneys had been spent on an “opinion”, let alone the fact that Counsel had purportedly already
provided one as the President asserted. In addition, I received no objection to the meeting

whatsoever.

With regard to Mr. Shulman’s “opinion” I only have a few business comments to make as I am
neither an attorney or a parliamentarian. Before receiving David Gross's response to our outside
Counsel’s “opinion” 1 reviewed the “opinion” with my own internal Counsel, who sits on my
Board, as well as my outside Counsel. 1 also spoke to a number of attorneys who are also NRA
B 10
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Directors including Judge Till (Chair of NRA’s Bylaws and Resolutions Committee), NRA
Second Vice President Albert Ross (who was present at the meeting), Tony Bryan, Howard
Fezell, Joe Olson (who had also attended the Finance Committee Meeting or was at least of the
“opinion” he had) and others. While none were as eloquent as David on the issues raised in his
response to the “opinion,” all basically agreed with David’s perspective of the “opinion.” In
fairness to our President, that certainly does not mean there aren’t attorneys, including some who
are Directors, that would not be in complete concert with our outside Counsel’s “opinion” on this
matter. However, what this tells me as a business person who has warked extensively with
attorneys; I wouldn’t take our outside Counsel’s “opinion” to the bank. On the contrary I
wouldn’t rely on this “opinion” at all, let alone to set the Association’s priorities, or for that
matter any decision, especially holding it above the serious business of establishing Financial
Policies for the Association, particularly in view of the ($85,000,000) cash drain we have
experienced over the last several years.

Outside Council Shulman did call me on another matter after I had received his December 16"
“opinion.” I took that opportunity to express my personal opinion of his “opinion”, as well as the
differing opinions other attorney’s had with respect Mr. Shulman’s work on this matter. Mr.
Shulman agreed that I could obtain “opinions” from other respected attorney’s that differed with
his.

Further, I pointed out several serious flaws in his citing, from a common sense perspective.

Namely, that which is cited on the first page of his “opinion™ with respect to Robert’s Rules 85:
“The distinction between recess and adjournment in some cases become thin so that it must be
judged in the individual context!” So, we are talking about judgment here. If the distinction is so
thin that judgment is required, that to me implies a gathering of the facts. I received no call from
Shulman, nor to my knowledge did the First & Second Vice Presidents or the Committee’s
Secretary or any other member of the Committee. If our Counsel had bothered to gather alf the
facts, I'm confident his “opinicn” would have come to far different conclusions. Particularly as
regards his citing Article X1, Section 6 of NRA Bylaws, pertaining to the proper authority
required for “official” meetings (two of the three, i.e. President, First VP, Second VP), which had
been received by the Chair; as two Vice Presidents were calling for the Finance Committee to
meet - notwithstanding provisions of NY NFPC Law, which supersede our Bylaws and allow the
Board to authorize the Finance Committee to set financial policy on its behalf.

Additionally, our outside Counsel Mr. Shulman should have spoken to the Chair and Committee
members on their business thoughts on the matter, before his citing of Section 707 of the New
York Not for Profit Corporation Law (NYNPCL), by which he states that “ the meeting cannot
be said to have been official by reason of theory that the action it took could have been taken
without a meeting.” This is a preposterous citing for Counsel to draw upon for the complex,
serious financial issues, consequences and discussions, which must be engaged in the development
of financial policies. NY Law apparently says you don’t have to have a meeting to take action --
you can mail it in. Gee, what clever law. Just knowing that all the Finance Committee meetings
I've attended over the last three years, could have all been done by mail or a phone call under NY
11




NFPC Law; gives me great pause for reflection on how we should conduct the Association’s
business, particularly as relates to the finances. Perhaps Mr. Shulman can provide us with some
additional guidance under NY law: What can we do, or what do we mail in to get $85,000,000
back into the Association’s reserve account? Of course that’s the real issue, and it’s as real as
the question of JUDGMENT here.

However, Marion Hammer is our President and Steve Shulman is our outside Counsel {albeit
apparently without benefit of contract), and I should respect the leadership and good judgment
that they are assumed to posses as a prerequisite for holding their respective positions, However,
as a Director, Chairman of the Finance Committee and Manager of the Operations Audit, 1 cannot
support either, and that I recognize is a very serious issue, one that leaves me personally with few
options.

President Hammer's Response (dated 1/5/97) to Board: on Director Benzion’s questions
concerning the Dallas Finance Committee Meeting: I have received the President’s response, sent

to the Board of Directors. Clearly, a response from the Chair of Finance is due, based on the
serious aliegations and mis-characterizations (to put it politely) that the President has made with
regard to my discharge of responsibilities as a Director & Chair of Finance, as well as statements
the President made that wrongfully reflected on the Finance Committee’s work and that of it’s
members as g whole -- and I only read the first page. 1 could not afford the President the time of
my day on this matter, for I knew if I had from what I did read, 1 wouldn’t have much of my day
left. I clearly would have lost focus on the business at hand. I am speaking of my own business as
well as the time I spend on NRA’s affairs.

Therefore, 1 can only address the first page of the President’s response, which deals with my
purported “move to suppress information.” As the President correctly pointed out, the Treasurer
was given a list of directives (motions). But, of course, there’s more to it than that. Much of the
meeting was spent in executive session reviewing the performance of the EVP and formulating
financial policy. Therefore, the Committee’s Secretary was not present. Therefore, the only
records were handwritten notes of Committee members present. That included my notes as Chair,
Donna's as Vice Chair and others, as well as Joe Olson’s, whom I had specifically requested take
notes. The executive session lasted several hours and, as Mrs. Ross was graciously hosting a
dinner for those attending the Committee Meeting, there was no time to meet with the
Committee’s Secretary immediately after the meeting to go over the actions taken by the
Committee. Therefore, at dinner, Donna, Joe and I made a:rangements with Woody to meet him
the next morning to review the actions taken by the Committee, which we did.

At that meeting we reviewed the action items, Joe provided Woody with his notes and I also
instructed Woody to type up a draft of the actions and send them to me for review. From Dallas, 1
went to San Antonio on business and did not return to Santa Barbara until the following week
(Monday , Dec. 16™). I had messages from Woody, called him and he informed me the President
had requested the action items and that he had typed up the resolutions from Joe’s notes and had
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provided them to her, which I told him was fine, but to fax me a copy and a typed draft of his
minutes for the open session. He did.

Over the course of the next few weeks, time, business and the holidays permitting, 1 began
working on both a draft of the minutes and a review of Woody’s typed action items, with a
priority on the action items. In the process, 1 had sent the Vice Chair and other Committee
members, who had provided notes or made motions, copies of what I had for their review and
comments. During this process Woody informed me that the President’s call on declaring the
meeting unauthorized had thrown the staff into loop as to whether or not the actions of the
Committee were in fact binding per Board Policy or whether the President could override the
Board (she of course can’t). However, he and his staff were proceeding on basis that they were

.binding. I confirmed to Woody that the financial policies established at the meeting were indeed

binding and appreciated his moving on those action items from the Committee. Further, I
informed Woody that while I had little time to complete the minutes until sometime in January,
the review of the draft he had sent me on the resolutions was almost completed, and from the
comments I had been receiving from Donna and others on the Committee there were only minor
grammar changes to the original typed draft of the resclutions he had sent me.

It was about this time, while ] was waiting on final comments from Albert Ross, who had made
two of the motions, when I learned Secretary Land was sending out to the Directors, Joe Olson’s
hand written notes on the meeting. As any Director or Committee Chair would be, I was, and stiil
am damn upset with Secretary Land, as I am with President Hammer for not according the Chair
or Director Olson the common courtesy of not having their handwritten notes from a committee
meeting plastered across the county. I have served on NRA committees for just over three years
and that’s the first time I’ve seen that stunt pulled on any Member of the Board of Directors.
Thus, my letter to the Secretary in December, and President Hammer’s characterization of my *
suppressing information’ to the Board of Directors.

As I have now completed my fiduciary responsibilities as a an NRA Director to spend at least a
few hours of each day meditating on our pressing financial affairs while running in circles, I wiil
try to bring this to a close; but not before addressing solutions to our President’s serious
concerns, also on the first page of her response to the Board; * As President, this move (by
the Chair) to suppress information (to the Board) has caused me great concern and
consternation and I have wrestled with what course should be followed.” Dear, dear---what
to do? Well, for starters, Madam President, I could not recommend spending the Association’s
moneys on another “opinion” from outside Counsel. In addition, 1 must advise you that no
apologies are due or offered from the Chair of Finance with respect to my letter to Secretary Land
regarding his or your distribution of handwritten notes of a Director, who is a member of the
committee that I Chair, or for the delay in providing official minutes and resolutions of the Dallas
meeting. You and the other officers were clearly aware of my pressing time commitme.ms n
December & January. That was one of several reasons I had hoped to postpone the meeting to
late January. Further, as you have been the in the Chair of Committees you also understood the

13




post-meeting administration time that would be required, which would be difficult for me, given
my constraints of time during the closing of the business year.

Further, I stand by my conviction that the Finance Committee did in fact meet in Dallas, under the
Board’s mandate, provided in Resolution #14, The Committee met to establish financial policies
which are indeed binding until the Board of Directors takes action on these matters. That
exclusive authority, granted by the Board of Directors to the Finance Committee, entirely in
accordance with NY NFPC Law, was made in recognition of Board’s concern with the
Association’s financial condition. In addition, responsibility is assumed to set financial policy per
the Bylaw change in February.

Irrespective of the serious flaws in Counsel’s “opinion™ on Robert’s Rules of Order, NRA Bylaws

: & NY NFPC Law, it served its purpose for the President. The will of the Board was challenged
and to some degree thwarted. However, in apparent violation of Board policy (Board Motion
dated April 1976), Association funds were spent on that “opinion” and you as President have
chosen to take that advice from Counsel. Therefore, as I am growing weary of running in circles,
it is my suggestion to you that there are few options here, other than to follow through with your
course of action as regards your decision to declare the Finance Committee meeting “illegal” (or
more appropriately “unauthorized”).
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Either my decision to call the meeting or yours in claiming it to be unauthorized has wasted the
Association’s valuable time and resources. Your time, my time, the time of the other officers and
many of our fellow Directors, the staff’s time, as well as the indecision caused; moneys spent on
the Meeting itself and on Counsels “opinion.” All at the expense of the Association. Someone is
responsible and accountable for the loss the of the Association’s resources for the time and money
expended on this matter. And that someone is either you or me; it's as simple as that. Before |
leave the Board I'd like to see someone in a leadership position held responsible and accountable
for their actions and decisions, for wasting the Association’s resources, even if that someone is
only a Chairman such as 1.

Under no circumstances whatsoever will I compromise on this matter, as has been suggested, and
hold a second Finance Committee Meeting by telephone to ratify the fact that there was in fact a
Finance Committee Meeting in Dallas at which the Committee completed important work; that’s
nonsense. That compromising solution would serve only to validate or justify your fiasco, while
obscuring responsibility and accountability for actions that have damaged the Association. I will
have no part of that, as the damage has already been caused in this matter. Further, you have a
Chair of Finance who no longer supports the President or EVP’s management of the Association.
These convictions, for me, are irreversible. With respect to Wayne, [ sincerely wish with all my
heart this were not the case. I have a great dea! of respect and admiration for Wayne, personally
and professionally, particularly with regard to his skills, talents and abilities when it comes to PR
and politics. Though we have disagreed on important matters, he has always been a gentleman.
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Anyone who’s ever been a CEO (EVP) or has run any institution, has appreciation for one such as
Wayne, who has resided in that lonely place. You bask in the glory of the institutions victories and
you bleed in its defeats in a place that provides no security for your contributions and
accomplishments, if for any reason whatsoever events turn against the vision you have espoused.
You're the commander and chief -- and there is only one. When things, for whatever reason don’t
work out as your vision, goals and objectives had called for, you can’t blame your officers, your
staff, your employee’s and you never blame your Board. For they all followed you. That’s the
responsibility of the job: to lead. You lead up with your Board and down with your officers and
employees. If your officers, staff and employees are not performing, or are not following your
leadership, you don't blame them. You fire them; or you will be blamed for their lack of
performance and your lack of leadership. You lead your Board -~ and they will follow you - to a
point, for they, too, have a master and broader institutional responsibilities. Your Board put you
there — because they shared your vision and trusted you with the keys to the treasury -— and they
will follow, only so long as they can, only so long as there is no conflict with their institutional
responsibilities.

Iitespective of past accomplishments; there are no second chances here - not even for your closest
and dearest friends for “old times sake.” For you and your Board must always make decisions in
the best interest of the institution, not based on your personal feelings. These hard realities
demand at all times, that the Board be cognizant - not only of the vision, goals and objectives,
your plans and priorities - but of the expected results and consequences thereof; i.e., the costs,
source of funding and risks involved on possible outcomes. It’s the good news and the bad news.
If it happens, when it happens; not just the good news - full disclosure at all times.

You must always be willing to put your job on the line and even fall on your sword, if it is in the
best interest of the institution. If your Board, for whatever reason, is drifting from the focus of
your objectives and priorities, you caution them, that thiey are competing against your priorities
for limited financial resources. Something has to give or you will be threatening the financial
security of the institution. If your Board persists in drifting, then there are few options. You either
-change your priorities, yield to the Board’s or you put your job on the line and say NGO, we are
not going to pay for it. In that case, the Board either fires you, or you must responsibly resign, as
your Board is moving off the direction you believe is the correct one with respect to the goals and
financial resources available to the institution. Never try to do both. For all institutions have
capital constraints, regardless of size or type, and to attempt to follow two sets of priorities will
ultimately lead to financial ruin. That failure would not simply be yours, but the Board’s for
allowing it to happen.

It is your responsibility to disclose these consequences, and insure the Board clearly understands.
Otherwise they will lose confidence or, worst yet, feel betrayed. These self-evident truths are the
same for any institutional organization, be it Exxon, IBM, Chrysler, NRA, Chase Manhattan
Bank, United Way, the Rockefellar Foundation or any company, corporation, organization or
institution that is based on trust & confidence. This is the price and description of the job that is

15




sought by many, but for which few are chosen. It’s a thankiess job, and like many things sought in
life, it was better sought than had. It’s a lonely place up there, for you must be willing to sacrifice
everything, including yourself and even mere difficult those who are closest to you; for the best
interests of the institution and its mission.

I recognize the contributions and accomplishments Wayne LaPierre has made to the Association,
and they are many. He's one of us. However, serious strategic mistakes were made, and they are
coming home to roost in a way that has already changed the character of the Association and will
have a financial impact on this Association and its mission for years to come. In the past, this
Association has obtained its goals and objectives by pushing tens of millions of dollars around
with a bulldozer. Now what little capital we have ieft must be used with a scalpel. To secure its
mission, now more then ever, this institution is going to have to use its wits, brains and creativity
as a substitute for money. The Association must now undertake a significant change in direction
to rebuild its financial strength while restructuring itself in some way so as to continue a level of
services to its Members, particularly on the political front. Further, it must signal its Members,
Donors and State Associations, as well as the press and general public, that a change of direction
is underway. This, of course, requires a change in leadership.

In conclusion, 1 want the Board, President, Officers and EVP to understand: I take no pleasure
whatsoever in my positions on these serious matters. Far from it. I derive no satisfaction or
pleasure from this work, the disclosures and recommendations I must make to the Board of
Directors. When Russ Howard nominated me to the NRA Board, I didn’t come on the Board to
do what I do for a fiving and, I don’t think many Directors come on the Board to do what they do
in private life. Political activism is the reason J/ came on the Board, as 1 did derive great
satisfaction and, indeed, pleasure in giving pain to politicians who either didn’t understand, forgot
or thought they were above the Constitutional Law of the Land. It was also a great diversion from
the responsibilities of my work.

For these reasons, 1 never asked to be on the Finance Committee. On the contrary, when I came
on the Board in April 1993, I requested other committees and received none of them. I did not
request to be Manager of the Operations Audit, nor did I request to be Chair or Vice Chair of the
Finance Committee. In fact, with respect to the Chair of Finance, a Director who did want the job
asked me if I would support him, I told him I would and, therefore, never formally responded to
the Secretary’s acceptance form (perhaps Mr. Shulman can render an “opinion”™ that I've never
really been the Chair of Finance). Yet these are the jobs and responsibilities I was assigned by the
President and Board of Directors.

While my tenure as Chair of Finance may prove to be the shortest in NRA history, I would be

pleased to step aside and gratefully shake the hand of the person who steps up to bat if it is

deemed to be in the better interest of the Association. Further, I cannot function as Chair of

Finance under the present circumstances, and that is not in the better interest of the Association.

As I have stated, there are few options. We are all responsible and accountable for our actions, be

it Board of Directors, President, Chair of Finance or EVP, Therefore, I recommend that one of
I6
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following courses of action must be taken by President Hammer in the better interest of the
Association at the February Board of Directors Meeting:

1) The President requests my resignation before the Board and the Board supports her position.

2) The President follows the course of action she has set upon and goes through the process to
remove me as Finance Chair by filing an Ethics complaint against me based on her serious claims
that I suppressed information to the Board of Directors and, further, squandered the Association’s
moneys and resources by holding an unauthorized meeting of the Finance Committee.

3) Apologize to the Finance Committee Members and Board of Directors for taking actions that
have squandered the Association’s moneys and resources.

Doing nothing is not an option here, either for the President, Board or myself, as a Director and
Chair of Finance. To take that course of inaction would make one culpable in the most insidious
form of corruption that can plague any institution: the corruption of responsibility and
accountability that has permeated the Association and taken it to the brink. Based on our history,
I can only expect this course to continue in this instance as it has in the past. However, should
that seemingly likely, alteit unfortunate, event occur, I'll be forced to respectfully resign from the
Board, as I can make no contribution here. I highly recommend Donna Bianchi as your next
Finance Chair, as I have complete confidence in her business skills and abilities.

In closing, I wish to thank all the Members of my Committee who followed and supported me,
along with Vice Presidents Knox and Ross, many of my fellow Directors, in particular those
who've been working on the Operations Audit: Ronin Colman, Albert Ross, Judge Paul Heath
Till, Russ Howard, Fritz Dixon and consultant Daniel Avidan. We're all expendable here, and
sometimes you have to take a stand for what you believe, even if it’s a smali one. This means that,
sooner or later, you have to be willing to take, or fire, a bullet.

Respectfully,

Richard L. Carone, Director
National Rifle Association of America
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Author: albert ross at NRAHG

Dace: 11/21/96 5:21 AM

Priority: Normal

Receipt Requested

TO: Marion Hammer at NRAHQ

TO: Heal Knox at NRAKQ

T0: Wilson Phillips at NRAHQ

TC: Andra Fischer (Wayne LaPierre) at NRANQ

Subject: Reconvening of Financa Committee

------- Teesuwmscsncncss s nansoree s MeRBAGe CONNENES - vemncnci e mrac e taa et m s

After finally having a chance to review the thicd quarter
report that Woody ment out last waeek, 1've aent Rick a fax
fuggesting that the Finance (ommittee be reconveaned afcer
Thanksgiving ag soon as things ¢an be arvanged. I would
also suggest that the DFW Airpsert hotel would be & meeting
site convenient to the Commities membera. If thig ip
echeduled, I would also suygest thal a notice of the meeting
be sent to the entire BOD advirirg them of the date & time
and advi{sing them that they are invited, AT THEIR OWN
EXPENSE AS OBSERVERE, If they care to come.

A. Rosms
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MEMORANDUM
November 22, 1996

TO:  Woody Phillips, Secretary-Finance Committee
FR: Rick Carone
RE:  Finance Committee Meeting & Third Qtr. Financials

In reference to our discussion yesterday regarding the Fax I received from Albert Ross and calls 1
have received from other committee members expressing concern over the third qtr. results, the ‘97
budget and requests for a Finance Committee Meeting in December; please confirm that you have
advised all committee members, officers, the EVP and required stafF, that the Finance Coramittee will
convene from recess the weekend of December 7, 1996 in Dallas, Texas.

Committee Members should plan to arrive Friday evening of December 6", for the Saturday meeting
leaving Sunday. As we discussed please make arrangements at a DFW airport hotel.

Additionally, you are directed to distribute the recent 3" qtr. Financial Statements to all Directors.
Please include a cover sheet from you stating that I have directed you to do so and that I have
requested all Directors to review the statements, that the Finance Committee is convening from recess
on the 7 of December; give them the logistical details and assure them that they are welcome to
attend at their own expense. Please Fax me a copy of your letter.
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968 E. Dominica Drive
Meridian, Idaho
208-887-6535

November 25, 1996

To: All members of the NRA Finance Committee

From: Fritz R. Dixon, Mcmber of the Committee -~ -',3) WW
v

A meeting of the Committee has been proposed for Dallas, Texas in early
December, to review the latest Financial Statement and to consider establishing some
policies for our current financial situation. I may not be able to attend in person, but I
have reviewed the materials submitted by Mr. Phillips, and 1 talked to Mr. Ph:llnps by
phone on two cccasions, for about 45 minutes,

1 suggest that we, as individuals start sharing thoughts about what we might do in
advance of that meeting. Mr. Phillips suggestad that he might function as a neutral
assembler and distributor of those materials to ali the committee. That would be up to
Chairman Carone.

My own first draft suagestions follow. The first list is a broader, genera! outline
of financial objectives to extend over several years which 1 would like to see debated. The
second list is a more specific and detailed plan to get us toward the first list over time.The
implementation and modification or even termination of items in the second list can be
done as the Board, or the Executive Committee determines, if any are adopted.

Broad, longer term list.

1. We should consider taking perhaps S5 million out of the portfolio to pay down
the mortgage on the new building to the point we no longer have to collateralize the rest
of the portfolio. We should also consider an amount which would eliminate the continuing
line of credit for operating expenses-or decrease it as much as possicle. The Treasurer can
give us better figures of the amount which would be needed.

2. As soon as the above is done, we should adopt a policy ( resolution) to direct
staff to henceforth leave all revenue and appreciation of the portfolio IN THE
PORTFOLIO, and additionally adding $2 million a vear from general revenues to
accelerate the rebuilding of the portfolio to $75 million. at which time the whole process
should again be reviewed. NONE SHOULD BE REMOVED FOR OPERATING
EXPENSES UNTIL THE $ 75 MILLION IS ACHIEVED. EXCEPT PERHAPS VERY
CAREFULLY AND DELIBERATELY IN PRESIDENTIAL ELECTION YEARS AND
ONLY THEN BY BOARD ORDER.

3. We should establish recruiting and member retention policies based on the
reasons our members do not renew, or people do not join, and our expenditures should be
guided by those reasons, not some hellishly expensive general mailing recruiting

techniques which primarily make our vendors and the post office rich.

4, Assoon as we can. we should review what we charge for memberships. When
we get out of debt and don't have to pav so much interest, we should start doing that. The
philosophy of driving members away but get the money must be reconsidered.

5. We have the building. and we are stuck with it. We should start putting at least
S3 million a year into the pavoft from general revenues. or a building fund program which
does not cost 40% of the revenue for overhead for the solicitations. If we can't do any



Fritz R. Dixon, M.D.
968 E. Dominica Drive Q
Meridian, Idaho
208-887-6535
better than that, we should not solicit money for the building payoff. The 40% is the gold
for our vendors. If $5 million a year is a better figure to get us out of debt, I would
consider it.

6. After all the above requirements are met and in place we can start calculating
what we have left, and the size and scope of the operations of our association shovild fit
that revenue base.

7. State that within 3 months, expenditures shall be brought into balance with the
expected revenues, with a 15% cushion to take care of the revenue shortfalls which always
occurs but are never expected oy staff.

In the short term, 1 would urge that we consider doing some variation of the
following items.

1. The hiring freeze should continue. At 350 employees, the Executive Vice
President will be allowed to replace one emplovee for each two who leave. He shall
determine the prionties for replacement.

2. We should consider a salary cut of 10% for ali employees making over
$100,000 per year, starting immediately. There are several ways of handling the perceived
unfairness of the $100,000 person who goes to $90,000 and jumps below another who
now makes $95,000 and gets no cut.

3. We should consider a salary freeze for all employees making over twice the
State of Virginia per capita income.

[ estimate this to be about $34,000 times two, or $68,000 per year. The exact
figure is immatenial as long as it is based on something firm in the area. It is a figure that
can be acquired by a telephone call to the State of Virginia. I am sure that we will be
immediately whipsawed by staff with the counter claim that it should be based on the
higher Fairfax per capita income, or the District of Columbia per capita, or the maximum
figure they can find in the commuting area. | prefer the State of Virginia per capita. But of
course you all can express your opinion by discussion, and by vote as soon as we hear
what the various per capitas are. More than anything else, | would like to see a decision.
not a gridlock back to what the staff wants.

4.We should considers immediately stopping ali capitol expenditures for
'improvements’ except those which are absolutely minimally needed for new tenants in the
South Tower, except as approved by the Executive Committee, or Board. Starting
immediately, I urge that all expenditures exceeding 510,000 for the above purpose shall be
forwarded with a letter of explanation by the EVP to the Chairman of the finance
committee,

5. Stop all fumniture purchases until further notice.

6. Except for those strictly related tc membership retention , all new computer
purchases and software updates exceeding $50 should terminate immediately, and should
be held in abeyance until resumption is approved by the designated body of this
organization, when our financial situation is sufficiently improved to resume these
desirable. but optional purchases.
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It is common for salesmen, and staff, to urge every software update on every
secretary and staff person 'in order to keep up’. Most are of dubious benefit, and the
retraining required of all users usually far exceeds the cost of the software.

7. Travel should be immediately cut 75% for all central office staff, including the
EVP. Field staff should be instructed to be frugal and to economize, but if anyone travels
it should be the field staff because they have no other way to work. However, there should
be no large gatherings of field staff until we can see what the budget is doing just prior to
the annual meeting.

8. We now need to get rid of things that are costing us bundles of money, like the
Denison (Ranch) Charitable Remainder Trust, for which we are paying $95,000 PER
QUARTER, scheduled to extend for as much as 20 vears. Qur Treasurer knows what
these items are, and he should be pointing them out to us. 1f the Foundation wants the
iand, let the Foundation pay the $90,000 per quarter, cut of its own flinds.

9. If the employee store loses money, I believe we should coansider closing it.

10. Why do we have sc many consultants? If we have to pay so miny
coOnsultants, perhaps our staft can't do the work themselves, and are overpaid.

11. Why do our telephones (the ones sitting on the desks) cost so much? I worked
in a place one time where we bought a package system, and paid $450 for replacement
phones which broke every vear, until someone discovered $95 Sonys from the local
appliance store worked far better and interfaced just fine.

12. The entire Foundation should be looked at. from its revenue, to its costs. Isit a
net revenue producer, or is it using NRA money to operate while it collects other money
to give away. [ don't know, but | want to know how this works. It appears to me the
Denison Charitable Remainder trust is an example of this slight of hand. NRA pays the
bills. and the Foundation gets the land. If I am wrong, I will appreciate the correction.

13. While evervone suffers, the Board must look at its own expenses.. I urge some
real innovations in saving money through meetings, fancy hotels, meals, travel, the
committee expenses, and the court stenographer and parliamentarian we use. There is now
no such thing as 'that is too smalf to bother with". In fact, and in appearances, we must cut
our own budget, and the Secretary should give us a list of suggestions.

[ feel I have caused enough trouble to this point, and [ will depend on the
Chairman and other committee members to bring forth their own ideas to supplement or
replace mine and to take some of the heat.

I am sure vou all know that every roadblock possible will be thrown in our way as
we proceed to debate. The majority of the staff believes that we have cut evervthing
possible, and our salvation is revenue enhancement while we continue this orgy of
spending. | disagree.

As one last item. [ appreciate the majority of the Finance Committee's suppornt of
my proposal, discussed with those of you { could contact by telephone, to invite the EVP
to come before the committee and explain in detail each of our major vendor payments.
including contracts, for an hour each if necessary, to explain in detail the terms.
deliverables, the possible cancellation schedules, etc. The Board should not have to dig
out each of these. [ dont want the EVP to send proxies. or the venders. He can of course
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Fritz R. Dixon, M.D.
968 E. Dominica Drive 0
Meridian, 1daho
208-887-6535
use his staff as resources. But I would like to hear him talk on substantive matters, relative
to the budget, contracts, the venders, etc.

I would point out to you some basic information. Our average employee salary,
not including those of the officers, but including fringe benefits, is right at $50,000 per
year. That means that 20 employees roughly equates to $1 million per year. If we can get
$1 million in savings from elsewhere in the budget, we can retain 20 employees.If we
spend another $1 million, and income is fixed, 20 employees have to go.

In my opinion, we spend far too much on inefficient membership recruiting. We
have not done nearly enough in aggressively determining why members leave us, or do not
renew, or new members do not join. It may be that this information is available, and no
one wants to tell the Board what it is. [ have talked to enough underlings to make me
believe that is the fact of the matter. 1 want to know the real rzasons expressed in
numbers and percentages, from the iciephone sclici:ations and the surveys. [ am tired of -
having that critical information fluffed over in a casual manner when [ ask about the
documented reasons for non-renewal.

As we proceed in this effort, vou will hear that we should concentrate on fund
raising because we have cut absolutely everything we can cut and remain a viable
organization. [ personally believe that is pure bureaucrat, turf protecting, business as
usual, etc.
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MEMORANDUM
November 22, 1996

TO:  Woody Phillips, Secretary-Finance Committee
FR: Rick Carone
RE:  Finance Committee Meeting & Third Qtr. Financials

In reference to our discussion yesterday regarding the Fax I received from Albert Ross and calls 1
have received from other committee members expressing concern over the third qtr. resuits, the ‘97
budget and requests for a Finance Committee Meeting in December; please confirm that you have
advised all committee members, officers, the EVP and required staff, that the Finance Coramittee will
convene from recess the weekend of December 7, 1996 in Dallas, Texas.

Committee Members should plan to arrive Friday evening of December 6%, for the Saturday meeting
leaving Sunday. As we discussed please make arrangements at a DFW airport hotel.

Additionally, you are directed to distribute the recent 3" qtr. Financial Statements to all Directors.
Please include a cover sheet from you stating that I have directed you to do so and that I have
requested all Directors to review the statements, that the Finance Committee is convening from recess
on the 7™ of December; give them the logistical details and assure them that they are welcome to
attend at their own expense, Please Fax me a copy of your letter.
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Fritz R. Dixon, M.D.
968 E. Dominica Drive
Meridian, Idaho
208-887-6535

November 25, 1996

To: All members of the NRA Finance Committee

From: Fritz R. Dixon, Member of the Committee -~ @WW
v

A meeting of the Committee has been proposed for Dallas, Texas in early
December, to review the latest Financial Statement and to consider establishing some
policies for our current financial situation. I may not be able to attend in person, but 1
have reviewed the materials submitted by Mr. Phillips, and 1 talked to Mr. Phillips by
phone on two occasions, for about 45 minutes.

1 suggest that we, as individuals start sharing thoughts about what we might do in
advance of that meeting. Mr. Phillips suggestad that he might function as a neutral
assembler and distributor of those matenals to all the committee. That would be up to
Chairman Carone.

My own first draft suggestions follow. The first list is a broader, genera! outline
of financial objectives to extend over several years which | would like to see debated. The
second list is 2 more specific and detailed plan to get us toward the first list over time.The
implementation and modification or even termination of items in the second list can be
done as the Board, or the Executive Committee determines, if any are adopted.

Broad, longer term list.

1. We should consider taking perhaps $5 million out of the portfolio to pay down
the mortgage on the new building to the point we no longer have to collateralize the rest
of the portfolio. We should also consider an amount which would eliminate the continuing
line of credit for operating expenses-or decrease it as much as possible. The Treasurer can
give us better figures of the amount which would be needed.

2. As soon as the above ts done, we should adopt a policy ( resolution) to direct
staff to henceforth leave all revenue and appreciation of the portfolio IN THE
PORTFOLIQ, and additionally adding 32 million a year from general revenues to
accelerate the rebuilding of the portfolio to $75 million, at which time the whole process
should again be reviewed. NONE SHOULD BE REMOVED FOR OPERATING”
EXPENSES UNTIL THE S 75 MILLION IS ACHIEVED, EXCEPT PERHAPS VERY
CAREFULLY AND DELIBERATELY IN PRESIDENTIAL ELECTION YEARS AND
ONLY THEN BY BOARD ORDER.

3. We should establish recruiting and member retention policies based on the
reasons our members do not renew, or people do not join, and our expenditures should be
guided by those reasons, not some hellishly expensive general mailing recruiting
techniques which primarily make our vendors and the post oftice rich.

4, As soon as we can. we shiould review what we charge for memberships. When
we get out of debt and don't have to pay so much interest, we should start doing that. The
philosophy of driving members away but get the money must be reconsidered.

5. We have the building. and we are stuck with it. We should start putting at least
$3 million a year into the pavoft from general revenues. or a building fund program which
does not cost 40% of the revenue for overhead for the solicitations. If we can't do any
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better than that, we should not solicit money for the building payoff. The 40% is the gold
for our vendors. If $5 million a year is a better figure to get us out of debt, I would
consider it.

6. After all the above requirements are met and in place we can start calculating
what we have left, and the size and scope of the operations of our association shouid fit
that revenue base.

7. State that within 3 months, expenditures shall be brought into balance with the
expected revenues, with a 15% cushion to take care of the revenue shortfalls which always
occurs but are never expected by staff.

In the short term, 1 would urge that we consider doing some variation of the
following items.

1. The hiring freeze should continue. At 350 employees, the Executive Vice
President will be allowed to replace one employee for each two who leave. He shail
determine the prionties for replacement.

2. We should consider a salary cut of 10% for all employees making over
$100,000 per year, starting immediately. There are several ways of handling the perceived
unfaimess of the $100,000 person who goes to $90,000 and jumps below another who
now makes $95,000 and gets no cut.

3. We should consider a salarv freeze for all employees making over twice the
State of Virginia per capita income.

1 estimate this to be about $34,000 times two, or $68,000 per year. The exact
figure is immaterial as long as it is based on something firm in the area. It is a figure that
can be acquired by a telephone call to the State of Virginia. [ am sure that we will be
immediately whipsawed by staff with the counter claim that it should be based on the
higher Fairfax per capita income, or the District of Columbia per capita, or the maximum
figure they can find in the commuting area. I prefer the State of Virginia per capita. But of
course you all can express your opinion by discussion, and by vote as soon as we hear
what the various per capitas are. More than anything else, | would like to see a decision.
not a gridlock back to what the staff wants.

4.We should considers immediately stopping all capitol expenditures for
'‘improvements' except those which are absolutely minimally needed for new tenants in the
South Tower, except as approved by the Executive Committee, or Board. Starting
immediately, | urge that all expenditures exceeding $10,000 for the above purpose shall be
forwarded with a letter of explanation by the EVP to the Chairman of the finance
committee.

5. Stop all furniture purchases until further notice.

6. Except for those strictly related to membership retention , all new computer
purchases and software updates exceeding $30 should terminate immediately, and should
be held in abeyance until resumption is approved by the designated body of this
organization, when our financial situation is sufficiently improved to resume these
desirable, but optional purchases.
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It is common for salesmen, and staff, to urge every software update on every
secretary and staff person ‘in order to keep up’. Most are of dubious benefit, and the
retraining required of all users usually far exceeds the cost of the software.

7. Travel should be immediately cut 75% for all central office staff, including the
EVP. Field staff should be instructed to be frugal and to economize, but if anyone travels
it should be the field staff because they have no other way to work. However, there should
be no large gatherings of field staff until we can see what the budget is doing just prior to
the annual meeting,

8. We now need to get rid of things that are costing us bundles of money, like the
Denison (Ranch) Charitable Remainder Trust, for which we are paying $5¢,000 PER
QUARTER, scheduled to extend for as much as 20 years. Our Treasurer knows what
these items are, and he should be pointing them out to us. If the Feundation wants the
land, let the Foundation pay the $90,000 per quarter, cut of its own funds.

9. If the employee store loses money, I believe we should consider closing it

10. Why do we have so many consultants? If we liave to pay so meny
coOnsultants, perhaps our staff can't do the work themselves, and are overpaid.

11. Why do our telephones (the ones sitting on the desks) cost so much? [ worked
in a place one time where we bought a package system, and paid $450 for replacement
phones which broke every vear, until someone discovered $95 Sonys from the local
appliance store worked far better and interfaced just fine.

12. The entire Foundation should be loaked at, from its revenue, to its costs. Isit a
net revenue producer, or is it using NRA money to operate while it collects other money
to give away. [ don't know, but I want to know how this works. It appears to me the
Denison Charitable Remainder trust is an example of this slight of hand. NRA pays the
bills, and the Foundation gets the land. If 1 am wrong, 1 will appreciate the correction.

13. While everyone suffers, the Board must look at its own expenses.. [ urge some
real innovations in saving money through meetings, fancy hotels, meals, travel, the
committee expenses, and the court stenographer and parliamentarian we use. There is now
no such thing as ‘that is too small to bother with'. In fact, and in appearances, we must cut
our own budget. and the Secretary should give us a list of suggestions.

[ feel 1 have caused enough trouble to this point, and I will depend on the
Chairman and other committee members to bring forth their own ideas to supplement or
replace mine and to take some of the heat.

I am sure you all know that every roadblock possible will be thrown in our way as
we proceed to debate. The majority of the staff believes that we have cut everything
possible, and our salvation is revenue enhancement while we continue this orgy of
spending. I disagree.

As one last item. | appreciate the majority of the Finance Committee's support of
my proposal, discussed with those of vou I could contact by telephone, to invite the EVP
to come before the committee and explain in detail each of our major vendor payments.
including contracts, for an hour each if necessary, to explain in detail the terms,
deliverables, the possible cancellation schedules, ete. The Board should not have to dig
out each of these. I don't want the EVP to send proxies. or the venders. He can of course




4

s sperane
e

e

b emey

e
Haead] b
et L W

e
LS -

TR

e Bl g HLE

gy g,
e
Hum,

Frtz R. Dixon, M.D.
968 E. Dominica Drive
Meridian, Idaho
208-887-6535
use his staff as resources. But I would like to hear him talk on substantive matters, relative

to the budget, contracts, the venders, etc.

I would point out to you some basic information. Our average employee salary,
not including those of the officers, but including fringe benefits, is nght at $50,000 per
year. That means that 20 employees roughly equates to $1 million per year. If we can get
$1 million in savings from elsewhere in the budget, we can retain 20 employees If we
spend another $1 million, and income is fixed, 20 employees have to go.

In my opinion, we spend far too much on inefficient membership recruiting. We
have not done nearly enough in aggressively determining why members leave us, or do not
renew, or new members do not join. It mayv be that this information is available, and no
one wants to tell the Board what it is. I have talked to enough underlings to make me
believe that is the fact of the matter. I want to know the rea! rsasons expressed in
numbers and percentages, from the iciephone sclicrations and the susveys. Tam tired of
having that critical information fluffed over in a casual manner when 1 ask about the
documented reasons for non-renewal.

As we procezd in this effort, vou will hear that we should concentrate on fund
raising because we have cut absolutely everything we can cut and remain a viable
organization. [ personally believe that is pure bureaucrat, turf protecting, business as

vsual, etc.




CONFIDENTIAL

Money Spent At Variance

With Board Financial Policy:

The Top Venders
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CONFIDENTIAL

In February of 1996 the President and Vice President expressed their concerns
to the Operations Audit that the Board Financial Policy requiring the approval of the
President and one Vice President of any "contract” in excess of $100.000 was being
evaded by staff by either failing to have a contract at all or, as the President suggested,
stacking together multiple sub-hundred thousand doliar contracts with venders.

{ asked CoS McFalls about it, he said that he was aware of a policy that required
signatures for a contract in excess of $100,000 and that, as he understood it, there was
a Board exemption for "media buys.” He also confirmed that there were several large
vendors we were aperating with whom we had no written contract. Knowing of a Board
requirement for the Secretary to catalog and summarize resolutions and distribute them
to the Board, | asked for a copy of the Resolution book. When | received it | could not
find any such Board policy, indeed [ could not find the Board motion that authorized the

Operations Audit.

| asked the Secretary about this and he explained that he'd sent me what | asked
for, the "Resoclution Book." This book contains Resolutions, as opposed o Motions.
While it would seem to make sense to divide our Memorial Resoiutions from those
relating to operational policy, splitting them between "Resolved” Vs. "Moved" stuck me
as less than helpful. In fact the Resoiution of May, 1987, specifically directs the
Secretary to keep a separate book of resolutions adopted which affect policy (exclude
those which do net) and distribute if to the Board. Unfortunately it would seem thatin a
preposterous bit of legal formalism (which began before out current Secretary took
office), Board policy that begins with the word "Resolved” is reported differently than
that which begins with the word "Moved." The Board might wish to clarify its desires in

this area.

The Secretary made me aware of 2 thing called the Policy Manual which he was
kind enough to send me. At the time | received it | was informed that it was one of two
copies in existence. In it, we found the Board policy on “cantracts:"

January 26-27, 1991 Board of Directors

"MOVED, That any agreement by NRA or NRA/ILA in excess of $100,000 cannot
be executed without the approval of the President and one (1) Vice President."

The intent of this Motion seems clear: the Association cannot execute - begin -
any agreement, including verbal agreements, involving more than $100,000 without
prior approval of the President and one Vice President. In other words a Boarg:! level
financial controt was set in place, presumably because the Board was not entirely
comfortable with management in this area. Somewhere along the line, this policy was
apparently interpreted by the executive staff as requiring Officer sign off only when
there was a written contract with an exemption for "media buys," though no such
exemption is found in the Palicy Manual. Additionally, executive staff apparently
considered amendments and extensions o existing agreements that predated this

1
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Motion exempt, for example Akerman McQueen (our fargest vendor) contract initiated
July 16. 1987 and amended by letter annuatly thereafter.

As many of you know. the Treasurer brings the "contract book" to Finance
Committee meetings where any Director may examine it. A Director might reasonably
assume that we have contracts with maost all (skipping folks like the Post Office) of our
major vendors. Of course. if there is no contract there is nathing to put in the book and
nothing for the Director to evaluate. Thus the even the most diligent director would not
know the names of all our major vendors, let alone what we were purchasing from them
or the amount we were spending with them. Nor could you discern this information by
looking at expense categories in our financials as the expenses incurred with some of
these vendors was, as the Treasurer explained to me, widely dispersed among a
variety of expense accounts (categories) with the result one would be unlikely to have
ones attention drawn to any particularly large expenditure,

During our interviews with J.0. McFalls in July, we learned of the existence of a
thing calted the “Top Vendars" list. According to J.O., this list was prepared by
Financial Services at the direction of the previous Finance Chair, Mr. Porter and
contained a ranked list, on a year by year basis, of every vendor with whom we spent in
excess of $100,000 within that year. It was J.0.'s understanding that once the list was
completed it was so "bad" (looked bad for management) that the decision was made
not to give it to the Finance Chair, though the minutes of the meeting indicate it was

available.

Having learned of the existence of the Top Vendors ($100,000) list, we
compelied the Treasurer to provide us with a copy of it under the authority granted the
Operations Audit by the Executive Committee on June 1, 1996. The Treasurer
immediately complied and we received a four page report, dated 4/10/96, containing a
listing of cash (non accrual) expenditures to 172 vendors from Jan 1, 1983 to Dec. 31,
1995 totaling $299.668,072 for the three year period. The top 171 of these vendors had
received payments from us of at least $100,000 in any one of the years (the 172nd,
$94,858 in 1995, was apparently listed to demonstrate the cut off point for the query).

Of course, the $100,000 dollar mark is the point of interest for this discussion as
it is the threshold for the Board Financial Policy requiring Officer approval.
Unfortunately, of these 171 vendors, as we can best determine, only a small handful
have a contract listed in The Schedule Of Contracts and Agreements as of 7/15/96.
The current PM Contract effective May 1985, the new, (1996) David Crosby Associates
contract, and we are told, the World Color Press have the required signature of the
President and a Vice President. Though the PM contract was apparently signed by the
EVP - binding the Association - prior to receiving the required signatures of President
and a Vice President thus, once again, thwarting Board Financial Policy. While there
are a few more that have the required signatures and the financial services folks are
coming up with an exact court, the general trend is clear, the Board mandated financial
control requiring the prior approval of the President and a Vice President for any

2
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agreement, including verbal, in excess of $100,000 was habitually ignored by
management. Please note that this only covers the NRA proper, NRAJILA has not been
examined yet.

Based on our examinations of the table of contents of the contract book (date
unknown) , the Schedule Of Contracts and Agreements as of 7/15/96 provided by the
Treasurer, as well as the copies of the actual contracts in our possession (this may be
incomplete), not only the bulk of the $259,668,072 spent with "Top Vendors" from 1993
through 1995 spent in violation of the Board Financial Policy requiring the approval of
the President and one Vice President, jhé'Targe part af it, particularly in areas that
answered directly to the EVP, was spent without benefit of any written agreement at all.

]

""'E!.“ K

it is important to note that for some vendors one would not normally have a

= writlen agreement, postage for example, or the purchase of a commodity like paper for
our magazines. Additionally, some of these vendars do work under the agency
provisions of other contracts, USA Direct our second {argest vendor, for example flows
through PM though it remains to be seen as to whether or not these terms of these
various agency provisions within the PM contract have been complied with by the
Association. Specifically, under Section 1n of our contract, PM is required {0 “three
bid" purchase made on our behalf:

"...useless otherwise directed by NRA management. Bid selection procedure
shall be subject to prior approval by NRA on projects aver $50,000; if it is not feasible
to abtain the NRA's prior approval, PMC shall select the lowest bid, or the vendor who
can meet the critical deadline if one is directed by the NRA..."

While the sheer dollar amount involved is staggering, as is the manifest
disregard, the contempt, for Board Financial Policy, and the lax business practices that
resulted from our tack of written agreements with several major vendors is perhaps the
most disturbing and, we betieve, financially damaging aspect of these poor
management practices. The purpose of a written agreement - & contract - is to specify
the goods and services being purchased, the manner and terms of delivery, oversight
provisions, penalties, payment terms, etc. The paint of writing it down is to insure that
all parties have a clear understanding of the agreement prior to execution, to provide a
benchmark against which performance can be evajuated as well as providing the
framewark for the resolution of disputes. This is particularly true if the performance is in

question,

Apparently driven by the desire to evade notice of the Board (placement in the

‘ contract book, Officer sign off}, the management of the Association has engaged us in
complex expensive activities, particutarly in the public refations area, involving
expenditures of tens of million dollars without benefit of written contract, often literally
on a verbal basis. For example, the Officers were recently asked to approve a letter
agreement (a step in the right direction} for sponsorship of the Under Wild Skies
television program, this would be our fourth year of involvement.

3
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In exercising his due diligence. Vice President Ross asked for a variety of
information covering business details not specified in the "letter agreement” he was
being asked to sign. Additionaily, he asked what our current commitments were and for
copies of the previous agreements with this vendor, In answer to the last two questions
the Special Assistant to the EVP responded on 1/13/37 via NRA ccmail:

1. "NRA has a verbal commitment to renew for 1997 - - nothing further."
2. "Yes. Agreements were written in the past on an invoice basis"

(emphasis added)

This is completely consistent with what J.O, and other current NRA employees
have told us. The allegation is that the EVP verbally autharizes varicus vendors to go
ahead with an activity, but does not make his staff aware of specifics, or even that the
agreement existed at ali. Staff learns of the "agreement” when the invoice shows up,
and is faced with the prospect of having to "paper" the deal after the fact. Thus, they
are unable to budget for the activity or insure that its being carried out in the manner

required by the EVP.

For our internal use, financial services maintains the "PR EVP Approved" cost
center. As you can see from the chart, the EVP was $571,601 over budget through the
first quarter of 1996, the trend continues and we finished the year with PR a little over
$2,000.000 over budget. We've also included a report from 1995 showing the analysis
of this cost center through August of that year. As you can see, it shows pretty much

the same thing.

In order 1o illustrate the issue to the Board, we will examine our relationship with
our #7 vendor on the Top Vendors List. Associated Television. Please understand that
we are highlighting our level of due diligence in our relationship with this vendor, not
the performance of the vendor. For ail we know, Associated Television has conducted
itself in a forthright manner compietely consistent with what was required of them by the
EVP verbally in exchange for the $14,232,747.20 ($12,867,747.20 to Associated
Television + $1,365,000.00 to "American Adventurer') we spent with them from 1/19/93
through 09/12/S6. They may have done an excellent job in all respects. Although,

lacking a contract, we have no way to tell.

We were first alerted to Assaciated Television by CoS McFalls. He was
concerned that large invoices had been received from this vendor which were not
budgeted items approved by the Board of Directors. Additionally, we had no contract
and no Board required officer approval with this vendor, the invoices lacked specificity
and, he felt, ought not be paid without supporting documentation. According to J.0., his
repeated attempts to clarify our business relationship with this vendor; what exactly
were we buying, what did we own, how could we determine if it was being delivered
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(aired), what were our future obligations. etc. were unsuccessful. Understand that
according to J.O., and confirmed by Treasurer Phillips, we had virtually no supporting
paperwork on our end. In other words. we'd paid very large sums of money to a vendor
based. essentially, on a vague verbal "purchase order” from our EVP. Per our Bylaws
in effect at the time, the EVP had the authority to direct disbursement these funds for
payments, this authority was removed and shifted to the CFO at the last Board Meeting

{Sept.) The disbursement authority issue is separate from contracts issue.

Associated Television has produced, American Hero's, American Hunter,
American Adventurer (note this is also listed as a separate Vendor #40 starting in
1995) and various radio spots. In addition, since October 1995, it has produced the
Wayne LaPierre Radio Show at a cost of §47,500+/month to the Association, a
program that the Association does not own and, according to the Treasurer (as of
11/96), the Association has never received a dime in revenue from the show. ltis
interesting to note that in the September '95 report of the Membership Commiitee the

Chair notes:

"Beginning mid-October, Wayne La Pierre has been offered a 2 hour, live,
Sunday evening talk radio show on NBC Mutual Radio Network, the largest.”

This might lead the average reader to assume that our EVP was offered a show,
like Limbaugh or Liddy, presumably because Mr. LaPierre could command a big
enough audience to draw major sponsors. Of course, that isn't the case. What we really
did was buy Wayne a radio show. One might guess what the response of the Board
would be if they were asked to approve the use of Association funds to produce and air
a “vanity" radio show which was not centered around our issue, which we would not
own (a point of interest should the show ever become commercially viable) and not

even directly linked to the Association.

Realizing that Directors might reasonably be skeptical at the veracity of these
statements we have included in this report copies of the following:

1._The Top Vendor List: Prepared by financial services, shows disbursements {o
venders which exceed $100,000 in a fiscal year '93 - '95,

2. Schedule Of Contracts and Aqreements: as of 7/15/96. Prepared by the
Treasurers Office.

3. Public Relations EVP Approved: Chart for 1st Qu '36 prepared by Financial
Services.

4. Analysis of Public Relations - EVP - Cost Center: Report for 1995 through
_B/31/95. Prepared by Financial Services Division,
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5. Paid ltems Status Report - This report. prepared by the Financial Services
Division, lists all payments made to vendor #410035 and #1745. through our current

accounts payable system.

6. Expense Analysis - This report. also prepared by the Financial Services
Division. lists all invoices recorded in our accounts payable system to vendor #410035
and #1745 by account number. Please note carefully the expense categories that the
invoices received from this vendor were allocated to. If you were examining expense
reports, wouid you have been able to identify the amount of money spent with this

vendor?

7. Selected Invoices - Under the Executive Committee resolution of 6/1/386, we
compelled, in December of 1996, the Treasurer/CFO to give us copies of every
Associated Television invoice from 1594 to current. He complied immediately. We have

selected severai for your review.

Conclusions:

The material in this interim report to the Board is a fraction of the total gathered
and developed over the last fourteen months. While the work perfarmed in the
Membership area in the first half of 1996 was of a positive and rewarding nature, we
take no pleasure whatsoever in presenting the information regarding the failure of
management to follow the most basic of business principles; have a contract, know
what you're buying, if it got deiivered, and what you paid for it and, of course, obey your

Board of Directors.

The problem we face in reporting to the Board is one of saving the patient
without killing him. This material is respectfully presented to the Board with the hope
that it will provide the Board with enough information 1o make the unpleasant decisions

required, without unduly damaging to the Association.

it is our frank opinion that were the Board functioning as a business Board cf
Directors, current management would have been long gone. For example, in 1994 the
Finance Chairman Mr. Max Goodwin, expressed the following concerns in a letter to

the President and Board:
“January 20. 1994

Mr. Robert K. Corbin, President
The National Rifle Association of America

Dear Bob:

A serious situation has arisen in the NRA, a situation caused by management
shortcomings. Some examples are:
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1. There are flaws in the financial reporting for the corporation. Tom Washington
has requested better information. He has grave concern about the direction of our
tinances, which concerns [ share.

2. The Board of Directors of the NRA, and gach member of the board has a legally
binding fiduciary responsibility to protect the assets of the corporation. 1 am sure that
many members of the board believe that the Finance Committee is responsibly monitoring
the control of these assets which it should be. but we have been set up for failure. We can
approve the budget, but than have no control over management when the budget is grossly
exceeded. We also lack input and control over the disbursement of assets. We have
RS absolutely no authority with which to execute our legal responsibility.

3. Commitments are being made for large amounts of money and for multiple years
without the approval or even knowledge of the board or the Finance Committee.
Employment contracts are being executed which [ do not believe are in the best interest of
the NRA. i

s 4. The disintegration of the assets of the NRA under current spending policies
= have eroded our future viability is cause for great concern. No alarm!

5. Being a competent manager is a profession, and being a competent manager of
a 3100 million corporation requires a great deal of skill and experience. Wayne LaPierre
was hired without such experience and this is no place for on the job training. Wayne
has been put in a position for which he lacks necessary skilis. I am not suggesting that
Wayne must go, but we do need to acquire the right person with the appropriate skills to
fl] each job and build our organization accordingly, Wayne is arguably the best lobbyist
and spokesperson we have seen since Harlan Carter, but promoting him to this job was
much like taking your top toolmaker and making him shop supervisor. You lose your best
tooimaker and gain a poor supervisor.

Because of the above, the management, the Board of Directors, and the National
Rifle Association itself, all may fail. Some action must be taken to correct this situation.

[ am formally requesting an executive session for discussion of the above and
suggest it be among the first things on our agenda.

Max W. Goodwin
Mesa, Colorado

cc: The Board of Directors”

The response of the Board of Directors to this heartfelt, albeit dire, warning from
the former EVP of Coors Brewery, Finance Committee Chairman Max Goodwin:
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Adopted at the Board of Directors Meeting - February 5-6. 1994

"RESOLVED. That the Board of directors of the Nationa! Rifle Association of America
liereby ratifies and commends the administration of Wayne LaPierre, Executive Vice
President."

As many of you know. Mr. Goodwin resigned prior to the next Board meeting.

We believe that by applying basic business practices to the Association and
adding a bit of "entrepreneurship” we can turn our financial picture around, restore our
Members, Donors and State Associations faith in the Association and increase our
political effectiveness. However, it is our belief and recommendation to the Board that

two things must accur first:
1. Current leadership/management must be removed immediately.

2. The Board must become engaged and never again ailow itself to forget that it
is both in charge of the Association, responsible for its health and has, above all else, a
fiduciary duty to its Members. These duties should not be abdicated to any Committee
or Officer but reside with the Board as a whole and each Director and Officer
individually as they are required to "discharge the duties of their respective positions in
good faith and with that degree of diligence, care and skill which ordinarily prudent men
would exercise under similar circumstances and like positions.”

in addition, we strongly recommend the following structural changes to the
Bylaws:

1. Knox/Ross on committee assignments. This will have the effect of reducing
the politicization of Committee assignments as well as providing increased continuity.

2. Knox/Ross on the powers of the President. This wouid. in 10th Amendment
fashion, define and iimit the powers of the President to those which have been explicitly

assigned by the Board.

3. Gross/Olson on the office of the Secretary. This will take the Secretary out
from under the command of the EVP and make him report directly to the Board in much
the same fashion as the Bylaw change regarding the Office of the Treasurer passed

last fail.

4. Till/Colman on the suspensicn and remaval of officers. The Board should
clearly have the power to fire management as it sees fit. As we have seen with both the
current and previous EVP, the existing Bylaw, which we're told dates back to the Harlon
Carter era, makes Officers virtually unfireable. The media circus drummed up over this
Bylaw change makes an eloquent case for its passage.



¥ wa
LI s

I

i W

CONFIDENTIAL

5. Colman/Carone on the responsibilities of committees. We view this as the
cornerstone to engaging the Board in salving the business problems of the Association.
Essentially, it creates three new standing committee's which would plug some major
gaps in oversight: the business affairs of ILA, the business practices of the Association,
our fundraising "Development” activities and our relationship with the C3's. Additionally,
it requires the Board to insure that all aspects of Association activity receive business
oversight and provides a peer review process for commitiee's performance.

In closing, we'd like to thank the Directors and Staff who've suppotted our
activities over the last fourteen months and, particularly the Directors who've gone out
of their way in the last couple of manths to support us and our work as the desperation
of those who would maintain the status quo becomes obvious to all.

Respectfully,
T2 (Gt ﬂ\%_

Richard L. Carone, Director Ronin Colman, Director
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TOPVNDRS.WK4: 04/10/96: 02:36 PM

i Vendor | Three- Tear | |
No.INumber | Verndor Name Total | 1995 | {994 1993
'} 35475} ACKERMAN MCQUEEN $23.663.370] | $3.197.910) | $5,420,208) }$13.030.254
2} 409586| U.S.A DIRECT INC aasissal | osseeazsi | e9asisial | 8366883
3] 409627 OPTDMA DIRECT. INC. ] 19329354 1479675) | 8.589.136 6.260,52%
4] 70394| GOULD PAPER D 18392.127) | Ta64315) | 696695 6.231,117
5} 409244| PM CONSULTING CORP.—~ M.ty ga i/ 11.601.4521 3911147 3.386,394 2,103,650
6{ 406229| WORLD COLOR PRESS - | 1 10.663.379] 32040161 | 3.423.150 4,038,233
7{ 410035| ASSOCLATED TELEVISION i 10,566.294§ 3.251.47!@ 1027518 3,187,306
81 406011| POSTMASTER-COVINGTON L] 10201705 690500, | <,537.340 4983365
9| 287202 MOORE RESPONSE MARKETING SERVY. { 9.704.895 4,085.2391 § 3.532.408 2,287,249
101 86126| RIGGS NATIONAL BANK i | 8.759.313] 0 1,490,949 7.268.563
(1] 39{344( POSTMASTER-CAPITOL HTS. I | 8.538.237 3,120,950 2575367 2,741,920
12} 19836] NRA/MLA | ¥ 7325.194 1,177,244 2727995 3.817.906
13 953{ JAMES G. DAVIS CONTRUCTION F‘/ 7.045.044 928,174 0 6,116,870
14 278378{ PREFERRED LISTS vl 6,686,385 2010333 2113463 2,562,589
15} 409913] BUSINESS MALL EXPRESS [} 5724422 1,341,113 2,614,346 1,768,963
16 2545 POSTMASTER-DYERSBURG L] 5575110 5.573.110 0 0
17! 55005| AB&C GROUP - 4,749,053 1.109.3561 1,649,142 1,990,536
18| 414205| SPECTOR KNAPP & BAUGHMAN LTD. 4,162,647 279,118 823544 3,060,186
19] 410074] RST MARKETING ASSOCIATES INC. 4,026,865 1.367.265 786.218 1.875.581
20 |7E9s Kvi 7.2853.132 1.296,521 2718577 3.268.253
2l{ 2508 FIREARMS CLASSIC LIBRARY 3,983,937 5,983,937 0 0
221 358878 PARAMOUNT HEADWARE 3.967,113 936,538 749,271 2581504
23| 308582{ EAGLE DATA ~ 3,016,357 1,426,004 1,043,961 546,392
24| 413460| DIRECT MAIL COMMUNICATIONS INC. 1,869,272 0 1,795,793 1,073,479
25) 1328} NEW YORKLIFE - 2,309,018} 1,223,862: 1,085,155} 0
26) 415407] FIRST UNION BANK 2,196,939 2,196,939 ] 0
27| 238775 BLUE CROSS & BLUE SHIELD NCA 2,176,505 0 393,158 1,783,367
28| 311472 POSTMASTER-BRENTWOOD D.C. 2,175,033 0 835,847 1,337,187
29] 13609} DAVID CROSBY & ASSCCIATES INC. 3,139,404 815,563 646,972 676,868
30| 412681 AT&T 2,134,202 1,025,064 636,088 475,049
31} 1233| SKB PROCUREMENTS INC. 2,054,123 487.399 709,720 937,004
321 411155] FOX & ASSOCIATES -2.073,230 724,028 737,290 611,911
33{ 24953] UNITED AIRLINES 2,059,709 288,009 794,034 977,666
34} 276545{ POSTMASTER-GREEN BAY W1. 1,987,076 0 656,302 1,350,274
35 435( EPSILON 1.698.009 662,250 641,755 394,005
36 784| ACXIOM CORP. 1,641,621 293,218 591,780 756,622
37| 327417 POSTMASTER-HERNDON 1.592.383 1,252,640 339,743 C
38| 404284| LANMAN PROGRESSIVE INC. 1,583,068 0 418,289 1,164,775
39| 408892! BM CORPORATION 1,386,399 267,248 715046 404,103
40! 1745 AMERICAN ADVENTURER 1,363,000 685,000 680,000 ¢
41]  1544] CAREY WINSTON 1,341,404 704,986 636,418 (
42} 413462| POSTMASTER C/O MOORE RESPONSE 1,306,220 1,306,220 0 {
43} 1542§ FUTURE NOW 1,257,791 379,564 878,227 {
44} 402016| INFORM BUSINESS SYSTEMS INC. 1,247,994 0 426,249 82174
45| 410556 PQSTMASTER-MANCHESTER PA. {093,552 0 0 1,093,355
46) 403712] COUNTY OF FAIRFAX 1,067,486 684,187 230319 152,98
47| 1907 REGNERY PUBLISHING 957,069 827,962 129,107 |
48] 407355 R.B. BROWN & ASSOCIATES INC. 862,135 of | 125330] i 7156.80
Py
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Top Veadars Paid in 1995, 1394 and 1991
Vendor Three- Yzar

No.INumber | Vendor Name Toual 1993 1994 1993
49} 112186] POSTAGE BY PHONE $60,000 500,000 360,000 0.
S0{ 14937| UNITED PARCEL SERVICE 846,652 4] 129,980 716,672
511 68039 EXECUTIVE AUTO LEASING 343,264 399.600 263,824 131,340
32 3971 EDMONDS ASSOCIATES 344913 306,448 396,332 142,158
33| 13595{ DC TREASURER 840.137] 281,543 195,501 362,693
34 613! AMERICAN EAGLE ASSOCIATES INC. 832,110 109,370 289,360 453,380
53] 322385} EU SERVICES 799,685 121,786 333,782 344,117
561 408571{ BANBURY ASSQOC. LTD. 767.283 0 311,077 456,211
57] 407823] BERGAMOT, [NC. 717,59 256,772 193,365 287,454
58] 185199] WESTLAND PRINTERS 715,912 0 271,190 bt 722
390 59617] K&R INDUSTRIES 707,507 {43.854 338,452 0
60| $14394)! COMMUNICATIONS CORP. 695,037 120,635 - 274,402 0
61] 269425 POSTMASTER-FAIRFAX 678,705 0 218,444 160,261
62 1495} OCEAN STATE COOPERATIVE DESIGN 643,010 108,151 534 360 0
631 156574 CADWALADER, WICKERSHAM & TAFT 624131 0 350,852 293,279
Gd 1298] SOUTHWEST PUBLISHING 607,905 369,259 238,546 0
831 409477 MARTECH 386,734 122,598 232 857 141,499
66 J44{ SHALOCR DESIGNS INC. 584206 0 ¢ 584,206
67] 4119647 INTL COMPETITIONS COMMITIEE 563,295 0 0 565,295
681 3160087 TCW ATF TCW REALTY FUND 343,398 206,638 132,236 156,723
69| 408578 NRA 343,284 0 267,026 278,259
70 1815] THE CREATIVE GROUP 3525963 325,963 0 0
71] 403652] COOPERS & LYBRAND 325,097 582,629 0 142,468
72} 401767F NOVACON/GATTA MARKETING 319,646 0 346,609 175,637
73 346} HILLS, HAMRAH & ASSOCIATES INC. 510,516 0 0 310,516
741 <0997G| BELL ATLANTIC MERIDIAN 507,757 131,290 376,468 a
751 404157} POSTMASTER-BELTSVILLE 500,751 0 0 500,751
761 4129457 AMERICAN SIGNATURE 496,834 112,322 0 384,512
77 232374 BPT 490,630 490,630 0 0
131 381641 BALMAR PRINTING & GRAPHICS 485,977 112,264 157,522 216,191
9 1017| KASTLE SYSTEMS 473,643 118,943 354,705 0
80y  1563) VANCE - 435,266 214,333 220,733 g
81] 573524| JARBOE PRINTING CO INC. 432,321 218,532 0 213,789
82 2353 CREATIVE FORMS & SYSTEMS 432213 432,223 0 . 0
33| 40909! COMPUTERPRO 426,604 ] 143,356 282,748
84 507! DONIHE GRAPHICS INC 406,211 0 0 406,211
35 874 & A Pt 405,571 236,640 0 168,931
36 11211 VANTAGE TRAVEL SERVICES 405,000 0 0 405,000
877 125631 MD COMPTOLLER OF THE TREASURY 399,206 Q g 399,206
881 2925| DINERSCLUB 390,209 390,209 0 0
891 094781 PAUL NEWMAN CO. 388449 115.802 143,931 128,116
90 6521 CRAIG SHIRLEY & ASSOC, 386,099 134,568 251,351 0
91] 78654 VIRGINIA DEPT OF TAXATION 383,695 0 0 383,695
921 409335 INFONET SYSTEMS INC. 382,99} 98.539 119,009 165 4044
93 1730 DANA POINT RESORT HOTEL 377,349 148,000 239549 0
94 1371) DESOTO GREETINGS 352,106 4] 352.106 ]
951 52752 COMPUTER ASSCCIATES INTL INC. 346,896 0 179,112 167,784
96 [018] TEXEL BUSINESS COMM. 346,845 0 146,845 ]
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Top Vendors Paid in 1995, 1994 and 1993
| Vendor Three-Year
No.iNumber | Vendor Name Total 1993 1994 1993
971 1493 FORT KNOX SECURITY PROD. 3532.838; 0 332,858 0
98] 1915{ DECISION RESOURCE 350,431 0 330,431 0
99{  2405| FLINT GRAPHICS 324,641 324,641 0 ]
1001 410558 PVD COMMUNICATIONS CORP, 301,428 4] 0 Jjol 428
101{ 302609| BT GINNS 287,646 155.311 132,335 0
1021 72| US REPEATING ARMS 282,474 0 282,474 0
103 686{ AMERICAP 277,446 105,047 0 172,399
104] 21539{ PEPCO 275,550 0 0 175,550
105 498! HIMES ASSOCIATES INC. 271,748 0 129,131 132618
106 414217 BELL ATLANTIC VA. 270,225 118,815 151,410 0
107 $34] SCHOTT INTERNATIONAL 264,782 0 0 264,782
108 414812| ARCHERY SHOOTER'S ASSOC. 260,000 120,000 - 140,000 0
169{ 410760| KETCHUM, INC, 257,266 4} 0 257,266
110} 412395| POSTMASTER-DALLAS 253.545 100,449 0 153,096
111]  1362] LAWRENCE RESEARCH 250216 0 250,216 0
112] 412175} HIRSHORN-ZUCKERMAN 240,757 107,737 133,021 0
1131 12165 CANTWELL CLEARY CO INC. 230,197 96,122 0 134,076
114y 1296{ ADVANTAGE 229,650 107,114 122,576 0
1S 405 ANNIN & CO. 224,790 0 0 234,790
«116] 45393] WEBCRAFT TECHNOLOGIES 233,262 223,262 0 0
17} 414220} STOUFFER RENAISSANCE WAV. HOTEL 218,290 0 0 218.290
118] 355828| NATIONAL EMBLEM INC. 216.746 0 0 216,746
119] 409907] POTOMAC PERSONNEL 215,159 0 215,159 6
120} $13637| OUTDOORMARKETING CONSULTANTS 214,630 0 0 314,630
121 296] TOTAL AUDIO VISUAL SERVICES 210,572 0 0 210572
122} 18368| LION BROTHERS CO INC. 202,355 0 0 202,355
123} 413550} POSTMASTER-GAITHERSBURG 200,000 ] 0 200,000
124{ 40924| SIEMENS NIXDORF INC. 191,921 0 0 191,92i
125/ 2729| FREEDMAN, LEVY & KROLL 190,277 190,277 0 0
=126  2140{ DM GROUP 186,430 186,430 0 ¢
127| 414186 TREASURER OF THE UNITED STATES 180,393 0 0 180,393
128 797f HOLIDAY INN CROWNE PLAZA 179.394 179,394 0 ¢
129] 409900( EDWARDS BROTHERS 172321 0 0 172,32
130 1251 COMMUNICATIONS GRAPHICS 167,434 167,434 0 ¢
131] 410861| RESPONSE DYNAMICS 164,623 0 164,623 c
132} 412715 BULLET COMMUNICATIONS INC. 163,701 0 ] 163,704
133 302{ +STEPHEN E. STRICKMAN CO. 163,385 0 163,385 ¢
134 153| CARMA INTERNATIONAL 162,276 0 162,276 s
135| 72389| DC DEPT OF EMPLOYMENT SERVICES 161,572 0 0 161.57;
136 2707{ ALDEN PRESS 160,104 160,104 0 ¢
137] 414819 MINNEAPOLIS HILTON 159,073 0 159,073 ¢
138]  1454] COMPUTER SPECIALISTS 157.775 157,775 0} (
139 1622] UNITED MAILING 156,432 0 156,432 (
140 343] SANFATEX INC. 154,601 0 0 (54,60
1411 409610] KCMS. INC. 154,373 0 0 154,37
142 485] LEE ALAN MEDIA 153.000 0 0 153,00
143} 1128 ROBERT SLYE ELECTRONICS 152,552 0 152,552 (
144{  753| AMERICAN LEGISLATIVE EXCHANGE T 150,000] 0 150,000 ‘
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133 2645 IMPACT CONSULTING 148,183 4] 0
146 412965| PHOENLC GRAPHICS 147,165) 157,165 0
1471 4134151 MEDIAMARK RESEARCH INC. 145,377 0 143,577
148§ 151629| pBCC 144,943 0 0
149 {4dt| DODGE-REGUPOL (41962 {41,982 0
150 216 OPRYLAND HOTEL 141,397 0 141,397
151 77| LEUPOLD & STEVENS 139.517 139,517 0
152]  2560| NADA SERVICES 136.994 0 0
153 104131 AMERICAN EXPRESS §1352333 (o} 0
154{ 1582] TOMPKINS, MIDDLETON 133.637 133,637 )
1551 35955| CASH-VIRGDNIA TAYLOR (PETTY CASH) 132,638 _ 0 132,638
156] 1429 TRANSAMERICA MARKETING 132241 132,241 0
157] 2702 SAVANT SERVICES 132,099 0 0
158]  759] JR'S FESTIVAL LAKES 127,800 0 0
159{ 1687 CREATIVE SIGNAGE 125,896 125,896 0
160| 405422{ KEY BRIDGE MARRIOTT 123,255 123,255 0
161]  436] DAVID SHEPARD ASSOC. 122,958 0 0
162{ 276987 LUCAS BROS INC. 122,927 0 122,927
163] 413529| PITNEY BOWES 120,790 0 0
16| 412961 NEXT GENERATION INC. 119,397 0 119,397
1651 412973 SOFTWARE 2000 17,510 0 0
166{ 2928 WINNER COMMUNICATIONS ~ 110,000 0 0
1671 407981] SMELKINSON SYSCO 107,421 0 )
168] 1623] INSTANT WEB 103.726 0 0
169] 11533] v.H BLACKRNTON 101,692} 0 0
176 2751] BOONE.CENTRAL TITLE CO. 100,000 0 0
171}  2777| JARBOE TITLE 160,000 0 0
172{  2637| TERRY CURLEY 94,858 0 0
TOTAL | s299.6680721 $38051.5801 $91.122.3401 $120.494.152 |
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ANALY SIS OF PUE Q3T CENTER 82999

AS CF 8/31/85

YTD 8/31/05 FULL YEAR
VARIANCE

ACTUAL BUDGET PROJECTION BUDGET __FAVOR {UNFAV}

CATEGORYIVENDOR
AHEIC ol

Gon
i L Note (0

$130.027 | 3660,408 $188,080 $880,612 $802,532
Conauiting
Dave Jonesx 325,000 $25,000
x Tolal 375,000 0 $25,000 ) (345,000
e Media
ol Ackerman McQueen
g NRAALA Radia Show $51.110 .
Fan 86,400
i 148,143
ol 2124
i . 20.000]
B 2400001 980,000
o 10,084
s TAR/TAH Coverifealuroes 38.072
i Miscalianeous Modia 4,135
3 3600.068 324,593
# Associated Tetavision
£ Vidao/Audia Storage - $1,132/month 39,056
7t Woekand MNetwork Radio Sched - $12.885month 115.965
o= NBC/Radio - LaPlerrs _ o
A 321,825
47,529
60.000
Amarican Hutter - ESPN Spons 360,000
NFL Footbal 285,000 570.000
33,203,542 724,568
00.000
486,060 3328577 640,600 TEET
Production - ,
| EE00 Ackomiag MeQUes v Amantred 96,046 | $144i009/
Ackesmen McQuean » 28
Winner Communicalions-8o3t of 97 625 97,6525
“Undar Wiki Sides”
Amesican Hunler - Produttion 0 290,000
Tolal $276,564 30 $554,987 30 3554,6
Audlo/Visual
Acketman McQusen $82.620 382,620 -
Associzled Velavision - Vidoo/Audio Storage  Nots {2) 1,132 0
Total ’ 383,752 360,00 352,620 +60,900 2
Advertising & Promotion
Laxingticn Cnty Shanft's Cepl $4.0G0
Caore 10.0G0
Ackarman McQuoen 715
Total $14.776 G EXTW 3 33 314,
Prepaned By: TLB EVFoae

10/03/95
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~COST CENTER 82999

Note (1) invoices wess ctiginally recorded to Prepaid Expensas, The cosis are spread (amortized) throughout 1935,
Nate (2} Videc/Audio Slarage (o ba reciassed {0 51402 In Septamber 1935

Nots {(3) Event is projocted 10 broak-sven.

Nota (4) To ba reciassifiad to Special Unbudgeted Activities

Prapared By: T8

AS OF BR1/0S
YTD 8/11/95 FULL YEAR
7
CATEGORY/NVENDOR ACTUAL BUDGET PROJECTION _ BUOSET  FAVOR (UNFA\
1
Megashoot - Pragram 4626 Nota (3)
Eniry Foes ($52.068%
Remingion Arms Company 35,5171 .
Magashoot 15.5081
On-Site Productions, inc 8121
Impact Consulting Grp-L/D Acquisition 10,352
Impact Consuiting Gp-Postags & Ship 3.508|
impact Consuiting Grp-BRE Postage 5001
Tota} (316.070) 30 0 :
i
Heston - Program 4627
Ackarman McQuseon $65.229
RST Marksting Asscciates $9.500
T. Maknis 12,5361
Yotal SaT.ZGST' $100,000 30 LELT G
Book Tour - 4628
Ackerman McQueen $93.671
C.F. Motor Freight 546
Total 354.217 l $100,000 30 (3100.04
]
Total Activity for Public Relations - EVP $2.521.568| 3,200,408 $4,051,237 1 $1.720,612 (32,3356
Costs Transiamed 10 Spocial Unbudgsted
Activity {Bush Latter/Crisis Management) Note (4) 692,602
Cash Recsipts from Asistotle Nota (4) (18.,954)
Total Per August Rapott $3,555,2167 31,200,408 54,351,237 |_¢1,720612]  ($TEI01
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Fepruary 27. 1994

Mr. Bob Clark

Nationzl Rifle Associztion
11250 Waples Mill Road
Farfax. VA 22020

INVOICE

INVOICE #: 020113480

Muteal News Network Radio two (2) spots daily, prime time news

2na RQOS schedule.

TOTAL AMOUNT DUE NOW: 5380,000.00-—/
{

Dlezse express or Federzal Express your payment to:
Associated Television International
Attn: Davié McKenzie

650 North Bronson Street, Suite 7300
Hollywood, CA 90004

Thank you!

Post Office Sox 4180 - Holly~ocg, Calilorria SOOTE
“eleghone (212) 711340 - Telex BB7522 « Fax (213) 469-604¢
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Poat.t™ brand tax Tansmitzl reamn 771, | estostes »
™ Hiae b o I WMC"M
& —
ASSOCIATED TELEVISION INTERNATIONAL
&5 N. Bronson
Suite 300
Hoilywood, CA 90004

INVOICE

TO: National Rifle Associstion
ATIN: Woody Phillips
11250 Waples Mill Road
Fairfax, VA 22030

Purchase of television time for aaxonal selevision broadcast on Junc 25, 1994. ., 755,000
Natonal television stationt
WWOR-TV Super Channel}
1ISA Newwvark
National Empowerment Television
Regivoal cliaggels
New York WWOR-TV
Apsheim (LA) KDOC-TV
Atlanta WVELU-TV
St. Louis KPLR.TV
Salt Lake City ~ KIZZ.TV
{ndiapapalis WMCC-TV
Miami WRES-TV
Norfotk WGNI-TV
Bostm WFXT-TV
Liule Ruck KASN-TV
WNashville WXMT-TY
Phocnix KUPT-TV
Buffalo WuUTV-TV
Crlando WKCF TV
Chicago WGRO-TV
Dallas KXTX-TV
Houstan KTXH-1V
This covers the purchase of thirty (30) minures of television time on each of the above
chaanels.

Invoice must be paid immediately for stations ta list in the moutbly TV Guide.

Program will be listed under the title *Defending the Second Amendment.*

,d?/—;m é//z /é‘;::/
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ASSOCIATED

NEUENISLON ILNTERNATLQONAL

August 12, 1994

Mr. Bob Clark Inveicef 03516
VYational Rifle Associacien

11250 Waples Mill Road

Ffairfax, V4 22030

INVOICE

CRIME & FREEDOM" COMMERCIAL.

"GUNS,
Advance Media Purchase, Radio - $200,000.00
(Partial Payment)
sdvance Media Purchase, Television- $150,000.00
(Parcial Paynent)
TOTAL AMQUNT DUZ NOW: $350,000.00
%
Please Fed Ex or Express Your Payment To:
ASSOCIATED TELEVISION INTERNATIONAL
650 NORTH BRONSON STREET, SUITE 300
HOLLYWOOD, CALIFORNIA 80004
ATIN: DAVID MCKENZIE
Thank You!

Post Cllice Bax 4180 + Hollywood, California 90078
Telephone (213) 3711340 « Telex 887532 - Fax (213) 459-6043
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National Rifie Associatica
Mr. Bob Clark S
o

1250 Wagies Miil Road &S
L - - 3 H R N '@ ‘c\'
Fairfax. VA 22030 ﬁ U 3 ﬁ SAN

' SERCECN

Fax #: 703-267-3989

INVOICE

INVOICE #: 136231

For NRA/NBC Musmuai Networs Radio com
1afemercial,

TOTAL AMOUNT NOW DUE: $350.000.00

Please Fed Ex or express your pavmment lo:

Association Television International
650 North Bronson Street 7300
Los Angeies, CA 90004

Autn: David McKenzie

Thank you!

Pex Cice 9ax 4150 « Fetywoea, Calftornia 20078
Talearane (233; 8711340 « Toler 887332 « Fax (273} 489-5048

WGHs  LHET 2T peeT-6e-o

s AT T nt




Wy,
iy i
it

-
el

i v ow
w LM~ oW

o §.8

bonite T4

Apri 4, 1995

Mr. Bob Clark

National Rifle Association
11250 Waples Mill Road
Fairfax, VA 22030

INVOICE

American Hunter ESPN Schedule,

1995 Spots & Production. April Payment,

TOTAL AMOUNT NOW DUE:

Piease Fed Ex or Express Mail your payment t0:

Associated Television International
650 North Bronson Street, Suite 300
Hollywood, California 90004

~ Amtn: David McKenzie

Thank You!

Sa997- S/ F0H
FoE e 57/

$180,000.00

‘0’
A

Post Otfice Box 4180 « Hollywood, California 90078

Telephone (213) 871-1340 - Telex 887532 « Fax {213) 469-6048
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National Rifle Association Invoiced 078430

Mr. Bob Clark
11250 Waples Mill Road , D e
Fairfax, VA 22030 Ve ™ ?—“ Co5
1_;0 F""// 265 o/ ‘ﬁ"__-
INVOQICE 4
FY6¢ - PN, :

K 1

Tavoice# 0529441 Stage Construction/Props for Convention 168,619900

Tavoiceid 4190651 NRA Iafomercial/Partial Payment SA -,‘.50 00

PAYMENT RECEIVED, CHECX # 1096 - .700,000.00

72 525

TOTAL BALANCE DU 31,069.00
= 4 Received
2 277 < Payable
(é Q(OC?C) % L}(r‘l lz\ \/u !, /SC.»..- ég,c‘c;gﬁs::‘:ces

[CGQ&
Please Fed Ex or express your '-aymen: to:
ASSOCIATED TELEVISION INTERNATIONAL

650 NORTH BRONSON STREET, SUITE 300
HOLLYWOOD, CALIFORNIA 90004

ATTN: DAVID MCKENZIE Cn
) ] i MRk
J 1S %0 .
THANK YOU! L c/ J_.__.Q“' 7 1 DS
‘ J:'J_ : '-:"”._-..“::‘ = —V ’ "-'I.:\=..-.
Ta¥ED O L1 . A
- st b "‘: T * L s _,\

cd DY e -
Cm e A T
- - J 7

Post Office Ecox 4180 - Hellvwood. Calforma 5007
Telephane (213) 871-1340 « Teiex 387532 « Fax (213] 463-60-
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September 3, 1995

Mr. Woody Phillips

National Rifle Association

11250 Waples Mills Road

Fairfax, VA 22030
INVOICE
Invoice #9906

Network Radio “Mutual Nerwork™ ROS spots and Multi-Verse Network ROS schedule,
commencing April 2, 1995 through June 2, 1996. Total due $570,000.00 with 15 monthly

installments of $38,000.00

TOTAL AMOUNT DUE SEPTEMBER, 1995 - $38,000.00 SIS

Please overnight or Federal Express your payment to:

Associated Television International

650 North Bronson Streer, Suite 300 —
Hollywood, California 90004 e TIT
ATTN: David McKenzie /:f;—:.'f“ il R
Thank You!

Post Office Box 1180 » Hollywoca. Catifcrnia 0073
Teleencne 12131 871-1340 » Telex 887532 « Fax (2131 469-5048
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September 3, 1995

Mr. Woody Phillips
National Rifle Association
11250 Waples Mills Road
Fairfax, VA 22030

INVOICE

Invoice #99005

Weagliit:
SHITT 5 19

NBC Radio Nerwork, NRA / Wavne La Pierre Show, 2 hours live starting October 15,
1995, every Sunday 8-10pm East Coast Time, to the rest of the country for 26 mor}r.hs.

Mon:hly payments ( 26 months ) of § 47,500.00 to include

4 NBC radio spots within

cho, all production of spots, radio show, distribution, studio time, 800 # phone lines,
producer production and creative, satellite time & all ather necessary to produce a2 hour

network radio program.

TOTAL AMOUNT DUE OCTOBER 1, 1995 - 547,500.00

Please overnight or Federal Express your payment to:

Associated Television International
650 North Bronson Street, Suite 300
Hollywood, California 90004
ATTN: David McKenzie

Thank You!

Teleonone 2131 87 1-13

',

Pas: Cfice Sox £180 « Hetawoec. Cattorma 2CTE
1320 & Towex SB7EIT e« Fax D TO) 269602
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SEPTEMBER 25, 1993

Mr. Woody Philliss
Yarional Rifle Association
11250 Waples Mill Xoad
Fairfax, Va. 22030

INVOICE

Invoice #25000

NFL FOOTBALL & COLLEGE GAMES
2nd Payment

TOTAL AMOUNT NOW DUE: $290,000.00

Please Fed Ex or Express Mail your payment tLo:

Associated Television International
650 North Bronson Streer, Sulte 300
Hollywood, Califcrnia 90004
Attn: David McKenzie

THANK Y0U.
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Seprember 4, 1595

Mr. Woody Phillips
National Rifle Associarion
11250 Waples Mill Road
Fairfax, VA 22030

INVOICE
Invoice# 98966

Wesekend Network Radio schedule, January 1, 1995 through November, 1996.
Monthly amount due, $12,385.00.

TOTAL AMOUNT DUE OCTOBER, 199¢ - $12,885.00

Ploase express or Federal Express your payment 10:

Associated Television International EEN
650 North Bronson Street, Suite 300 VoS @
~ Hollywood, California 90004 i e
Attn: David McKenzie e . <

ter -
Thank You! e W
PP IR e

Sag: Clhce Sox 4160 » eilvwood. Cablornia 20073
Talegnone 1213) 8711340 - Teex 387532« « Fan 1213 269-€048
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Mr. Woody Phillips
National Rifle Association
11250 Waples Mill Road
Faifax, VA 22030
INVOICE
Invoice # 25002
Mutual Network Radio News
TOTAL AMOUNT DUE 12/1/95 - $200,000.00

Please overnight or Federal Express your pa v oy VN

Associated Television International
650 North Bronson Street, Suite 300
Hollywoed, California 90004

Att'n: David McKenzie

Thank You!

Post Office Box 4180 « Hollywood. Caifomia $0078
Telephone (2131 871-1340 « Telex 887532 « Fax 213) 469-6048




October 26, 1995 A
A

Mr. Woody Phillips

National Rifle Association

11250 Waples Mill Road \n

Faifax, VA 22030 e,
INVOICE

T HRIAY !
Invoice # 25001

-

Network Talk Radio

TOTAL AMOUNT DUE 12/10/935 - $150,000.00

Associated Television International
650 North Bronson Street, Suite 300
Hollywood, California 90004

Att’n: David McKenzie

Thank You!

Pos: CHice Box 4180 « Holiywood. California 90073
Teiephona (213) 871-1340 » Telex 887532 « Fax (213) 468- 6028




August 23, 1996

0¥

Mr. Woody Phillips . (;;.L/
National Rifle Association b/ O
11250 Wapies Mill Road ?/

- Fairfax, VA 22030

£

2

'{ INVOICE

’,; Invoice #10112

; Part Payment for outstanding American Adventurer debt.

{3

-3
il TOTAL AMOUNT DUE NOW: 5285,000.00 j ’i
— /50 90997 R

®124 w0 nelares D

Associated Television Internationai
650 North Bronson Street. Suite 300
Hollywood, California 90004 o

Ann: David McKenzie

Thank you!
FINANCIAL snavx gs EMSION
g ;‘
At
. . wilice:
o7- 2776
| J=ita p Date
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Dezamber 2, 1993

Mr. Woody Phillips
f Narogpal Rifle Assocerion :
i 11250 Wanles Ml Road :
i Fairfe, VA. 22030

: " 72977

i
" . INVOICE §/¥I A

f; t Invoics# 101007 '=. L/, 2 ? 3

ih

=3
:’:‘ Amesiesn Eu::?:oépc:’.cn & scots oa ESON. 1996 seasoa forl3 baif -
¢ haur shaws, for 13 weeks,
TOTAL AMOUNT DUE XCOW: 5 $13%,000.00
| 7?57 JoC. 00 W
r—a ¢ -5

Aszociziad Television Internadonal
630 Nor1 Bronson Streer, Suite 360
Huoilywoad, Califarnia 80004
Ann: David McKenzie

Thask You!

PRSI - | Omﬂ;‘:
I5D0F6 §
anmneaEERcir>

6%:2 Hd OC A¥H 95
S | P P RVETS e
GE:\I*Q-‘?:

) Fest Coics Eox <160 « Rolhvweng, Calfioréa £O078
Tueuncng (213) 8711340 « Telax 857532 « Fan 1T A5T-5048
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April 29, 1996

Mr. Woody Phillips
National Rifle Association p/VH
11250 Waples Mill Ruad ﬂﬂ ;f' v M//
ab
e

Fairfax, YA 22030

INVOICE 1
Invoice & 102005 M f

WILA legal settlement

¥, NRA TV spots ROS 94/95
. =

L=t -
& STOTAL AMOUNT DUE NOW: $75,000.00 »
=g 72999 $TYOR Y73

Sassociated Television International
650 North Bronson, Suite 300
Hollywood, CA 90004
Attn: David McKenzie

FRiae

Thank you
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November 1, 1666

Mr. Waady Fhillips ’ 1), .,..—-J"L' ’7./ ﬂl_!_l_o
- N T 7

2NZ000sl Kng Alioolnnon |

11250 Wapias Mul aad

Feoirne, VA 22030

INVOQICE
Inveice # 101014
Americss Agvesmires I'V series, JSY6/15%7 Season Far Productin& Whras
Viautes of coqunersiat s inciwded for 245 weeks,

TOTAL AMOUNT DCE NCW: , S48% L0N0.00
— _5‘0 VO M fm7 yZ2

éBs’ 000 LT

Asscciatad Television Intestationat ‘ ; ' , ey
- , A e 4 , . s..nq:__
630 Norts Bronson Sreey, Suite 200 1 K 2 ) r1~3 vE

Railyweed, Califerni= 9CC04
At David Meande

Thank Youl

ne; Clize S2m #0580 » =tiyrmac, SaEma wallE
U T 3
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Novetnber 3, 1995

Mr. Woaody Phillips ’DCW 4? 51‘92

Natogal Rifle Association
11250 Waples Mills Road
Fairfax, VA 22030

INVOICE
Invoice #9908

Neswark Radio “Mutual Network” ROS spots and Multi-Verse Network ROS schedule,
commencing Aprl 2, 1995 through June 2, 1996. Total due $570,000.00 with 15 monthiy

tastzliments of 338,000.00

TOTAL AMOUNT DUE NOVEMBER, 1995 - §38,000.00

Please overnight or Federal Express your payment to:

Associated Television International
650 North Bronson Sureer, Suite 300
Hollvwood, California 90004
ATTN: David McKenzie

-

Thank You! o,

Past Cffice Box 4180 « Holyweee. Calfomia 8cers
Teleprone 1212} 871-132C « Telex £97532 o Fax (213 465-6048




VElLs

August 14, 1993

Mr. Woody Phillips
Mational Rifle Association
11250 Waples Miil Road
Fairfax, VA 22030

INVOICE
Invoice# 98973

American Hero Awards & Charleton Heston Celebrity Shoot

Reimbursement of Travel Expenses:

NY /LA / NY: Four, First Class Airline Tickets at 32,930.00 each. For the American
Hero Awards and Charleton Heston Shoot:
$11,730.00

Heston Shoot, Three Limos for Celebrides; LAX/ S. COAST /LAX:
S 1,688.00

Hero Awards, for Celebrites and Award Receipients ( 5 Limos ). J.W. Marmott to

Flclivwvood / Raleigh Studios; .
$ 1,980.00
Hote! Rooms for Celebrities J.W. Marriott - 3 Suites for 4 days:
) S 9,854.00
Five Hotel Rooms at J.W. Marriott for 4 Days:
$ 3,927.00

The Expedition Company, Inc.
C/O Associated Television International
630 North Bronson Streer, Suite 300
Hollywood, California 90004

Amn: David McKenzie

Thank You!
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383 F. Supp. 162 printed in FULL format.

Thomas FITZGERALD, a New Jersey Citizen, et al., Plaintiffs, v. The NATIONAL RIFLE
ASSOCIATION OF AMERICA, a New York corporation, Defendant

Civ. A. No. 772-73

UNITED STATES DISTRICT COURT FOR THE DISTRICT OF NEW JERSEY

383 F. Supp. 162; 1974 U.S. Dist. LEXIS 6646

September 23, 1974

COUNSEL: [*+1)

Irwin & Post by Charles J. Irwin, Newark, New
Jersey, for the plaintiffs.

Shanley & Fisher by Thomas F, Campion, Newark,
New Jersey, for defendant.

JUDGES: Whippie, Chief Judge.

‘OPINIONRY: WHIPPLE

OPINION: [*163] OPINION AND ORDER
WHIPPLE, Chief Judge.

Plaintiffs have petitioned this Court for an Order re-
quiring the defendant, National Rifle Association of
America, (NRA), to publish certain advertising in The
American Rifleman, NRA's official journal. On behalf
of Fitzgerald, plaintiffs submitted an advertisement con-
cerning Fitzgerald's candidacy for the NRA's Board of
Directors, which defendants refused to publish.

The 75 member Board consists of, and is elected by,
so-called “life members” of the NRA. There are approxi-
mately 146,600 members in this category, while “annual
members" number more than 800,000. Annual mem-
bers are not eligible to vote for the Board of Directors,
but may make recommendations 1o a “Nominating
Committee” which selects candidates for the election,

The Nominating Committee is selected by the presi-
dent of the NRA, who is elected by the members of the
Board of Directors. As noted above, this Committee,
which is comprised of life members, engages in the pro-
cess [**2] of nominating candidates for the Directors’

election. NRA By-laws also pravide for a write-in ballot

in this election.

In an effort to gain nomination, plaintiff Fitzgerald
first became a life member by paying the necessary fee.
He then sought support from the membership by means

of an advertisement in The American Rifleman.

{*164] Upon receipt of the proffered ad, with which
proper payment was tendered, the NRA advised that the
material was unsuitable for publication. On its advertis-
ing rate card, the NRA states that it "reserves the right
to reject or discontinue any advertisement-and to edit ail
copy.” -

The defendant justifies its refusal to publish the plain-
1iffs’ advertisement by citing an impressive list of prece-
dents upholding the right of a newspaper or magazine to
refuse to accept for publication any advertisement sub-
milted 1o it by a prospective advertiser. ni The discre-
tion afforded publishers to deny space ta those seeking
to buy it is premised on the characterization of news-
papers as private enterprises, rather than as businesses
clothed with a public interest.

ol See, e.g., Approved Personnel, Inc. v. Tribune

" Co., 177 So.2d 704 (Fla.Dist. Cr.App. 1965); Shuck

v Carroll Daily Herald, 215 lowa 1276, 247 N.W.

813 (1933); Poughkeepsie Buying Service, Inc, v

Poughkeepsie Newspapers, Inc., 205 Misc. 982, 131
N.Y.8.2d 515 (Sup.Ct.1954).

[*#3]

Accordingly, a newspaper publisher is generally free
to contract and deal with whomever he chooses in the
same manner as other businessmen. See J. J. Gordon,
Inc. v. Worcester Tel. Publishing Co., 343 Mass. 142,
177 N.E.2d 586 (1961). This Court has no quarrel with
this principle and recognizes the general right of a news-
paper or magazine to decide what advertisements it will
and will not accept. It is the Court's view, however,
that this rule is not absolute in all circumstances. Like
the vast majority of legal rights and prvileges, the right
here in question must yield when jts exercise would re-
sult in the curtailment of another right of even greater
social importance,



The United States Supreme Cou
qualified nature of the publisher's to refuse adver-
tisements. In Lorain Journal Co. v. United States, 342
US. 143, 72 8. Cr. 181, 96 L. Ed. 162 (195]), the
Court faced the question of whether a newspaper could
refuse advertising when its purpose was the monopoliza-
tion of interstate commerce. In discussing the issue, the
Court noted:

recognized the

The publisher claims a right as a private business con-
cern to select its customers and to refuse to accept adver-
tiseateats {**4] from whomever it pleases. We do not
dispute that general right. "But the word ‘right’ is one
of the most deceptive of pitfalls; it is so easy to slip from
a qualified meaning in the premise {o an unqualified one
in the conclusion. Most rights are qualified.” American
Bank & Trust Co. v. Federal Reserve Bank, 256 U.S.
350, 358,41 8. Cr. 499, 500, 65 L. Ed. 983, The right
claimed by the publisher is neither absolute nor exempt
from regulation,

Id. at 155, 72 8. Ct. at 187.

The Court concluded that when balanced against the
Congressional policy of preventing monopoly, the right
of publishers to refuse advertisements must yield,

The publisher's right of refusal was also forced to yield
to a countervailing right in Hodgson v United Mine
Workers of America, 344 F. Supp. 17 (D.D.C. 1972).
Significantly, the countervailing interest in Hodgson was
the right of usion members to 2 fair election under the
Labor Management Reporting and Disclosure Act, 29
US.C.A. § 481 et seq,

In the instant case, this Court must decide whether the
publisher's right must give way when balanced against
the fiduciary duty of corporate directors to insure fair
and open corporate elections. [**5] This duty of course
extends only to the association membership. Plaintiffs
Fitzgerald and Abelman are members in good standing
of the NRA and thus qualify to bring this issue to the
Court's attention. The third plaintiff, NRA Members
for a Better NRA, is not now, nor has it ever been, af-
filiated with the NRA in any way. As to this plaintift,
[*165] therefore, ali relief is denjed. Al future refer-
ences to plaintiffs in this Opinion apply only to Messrs.
Fitzgerald and Abelman.

At the outset it is important to note that The American
Rifleman is the official joumal of the NRA. As such
it ts neither published for. nor circulated to, the gen-
eral reading public. The Court takes judicial notice that
the Rifleman is available only to NRA members, [t is
not sold at aewsstands, nor are subscriptions accepted
from non-NRA members. The magazine's publishing

NRA membership dues, as well
as through the acce e of advertising. In addition to
containing articles of fitneral interest to gun enthusiasts,
the Rifleman is used to acquaint NRA members with the
policies and activities of the asscciation.

costs are met throug

Finally, it should be pointed out that the Rifleman
{**6] is an integral part of the NRA's election pro-
cess. Once the nominating committee has selected its
list of candidates for office, the list is published in the
Rifleman. Voters then must refer to the Rifleman in
order to exercise their franchise,

This special relationship between the NRA and The
American Rifleman indicates that the Rifleman is closer
in form to a corporate pewsletter than to a tradition-
ally commercial publication such as Time or Newsweek.
Indeed in the iostant case, traditional distinctions be-
tween a publisher and an advertiser become blurred,
since the plaintiffs may justifiably claim an ownership
interest in the American Rifleman. Plaintiffs are mem-
bers in good standing of the association which publishes
the magazine and their dues go in part to meet the mag-
azine's printing costs.

The NRA itself is organized under the laws of the
State of New York pursbant 1o that state's Not-For-
Profit Corporation Law § 101 et seq. (McKinney's
Consot.Laws, ¢. 35, 1970) [bereinafter N.P.C.L.].
Like all corporate directors and officers, the manage-
ment of the NRA owes a fiduciary duty to its stockhold-
ers (in this case the association’s membership) {**7] to
conduct the NRA's affairs in a good faith effort to pro-
mote the best interests of the association. In the case
of the NRA, this common law duty is augmented by
Sedtion 717(a) of the N.P.C.L., which provides in part:

Directors and officers shall discharge the duties of their
respective positions in good faith . . . .

Because of the special relationship between the NRA and
The American Rifleman, it is this Court's view that the
fiduciary obligations of the association’s directors and
officers applies with equal vigor to the operation of The
American Rifleman. ' .

As part of their overall fiduciary relationship with the
stockholders, it is well established that the directors and
officers cannot manipulate the affairs of the corporation
primarily with the intent of securing control of the cor-
poration to one faction of stockholders or of excluding
another, See 3 W. Fletcher Cyc. Corp. § 850, at 206
(perm. ed. rev. 1965). Justice Douglas speaking for
the Court in Pepper v. Litton, 308 U.S. 295, 311, 60
S. C1. 238, 247, 84 L. Ed. 281 (1939), firmly restated
this principle in the following language:



B Y. I o Dpp. LULy " AVD, A7 1% Uitde MDA Msdudhbu WU TV .

He who is in such a fiduciary position cannot serve him-
self [#*8] first and his cestuis second. He cannot ma-
nipulate the affairs of his corporation to their detriment
and in disregard of the standard of common decency and
honesty . . . He cannot use his power for his own
personai advantage and to the detriment of the stock-
bolders and creditors no matter how absolute in terms
that power may be &nd no matter how meticulous he is
ta satisfy technical requirements. For that power is at
all times subject to the equitable limitations that it may
oot be exercised for the aggrandizement, prefereace, or
advantage of the fiduciary to the exclusion or detriment
of the cestuis,

(*166] The principles enunciated above make it clear
that officers and directors cannot utilize corporate instru-
mentalities such as The American Rifleman to perpetuate
themselves in office. If the concepts of fiduciaty duty
and corporate demacracy are to exist as something more
than pious frauds, dissident stockholders must have the
opportunity to alert fellow stockholders to altemative
policies and programs. Corporate elections become hol-
low mockeries if candidates are unable to bring their
candidacies and platforms to the attention of the stock-
bolders at large.

In the [**9] instant case, plaintiffs Fitzgerald and
Abelman have been thwarted in every attempt to place
their viewpoint and Fitzgerald's candidacy before the
geaeral membership. Plaintiffs first sought a list of
NRA members (to which they were entitled by virtue of
N.P.C.L. § 621 (b)) and were refused access. Defendant
justified its refusal on the ground that the cost of 2 pni-
vate mailing to the more than 1,600,000 NRA members
would be prohibitive. The plaintiffs then sought to place
an advertisement in The American Riflemaa, annouac-
ing Fitzgerald's platform and candidacy, and asking for
contributions. Although the advertisement was tendered
along with proper payment, it too was denied.

In the Court's view, this series of events raises the
spectre of management bad faith. At the very least, a
great potential exists for the self-perpetuation of the in-
cumbent NRA hierarchy.

The only justification defendant offers for refusing
plaintiffs’ advertisement is to point out that

[the} defendant's magazine publishes as part of its ad-
verising information a notice that it "reserves the right
to reject or discontinue any advertisement and to edit all

copy”.

Defendant's brief pp. [**10] 1-2.
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This explanation does not satisfy the heavy burden
placed on directors and officers to justify their dealings
with corporate shareholders. As was noted in the case
of In re Brunner Air Compressor Corp., 287 F. Supp.
256, 263 (N.D.N.Y.1968):

{A director's] dealings with the corporation are subjected
1o rigorous scrutiny and where any of their coatracts or
engagements with the corporation is challenged the bur-
den is on the director . . . not only to prove the good
faith of the transaction but also to show its inherent fair-
ness from the viewpoint of the corporation and those
interested therein.

In view of the "equitable limitations™ of decency and
fair dealings imposed on defendant’s matzzgsment, and
the special status of The American Rifleman as the cor-
porate publication of the NRA and an integral part of
its election process, it is this Court’s cpinion that the
traditional right of a magazine to refuse publication of
an advertisement must give way.

The defendant raises the additional argument that the
relief sought by plaintiffs violates the First Amendment:
guarantee of a free press. In support of this argument,
the defendant relies on Miami Herald Publishing [**11]
Co. v. Tornillo, 418 U.S. 241, 94 5. Ct. 2831, 41 L.
Ed. 2d 730 (1974}, in which the Supreme Court struck
down s unconstitutional a Florida statute which granted
a political candidate ihe right to equal space (o repiy (o
newspaper criticism. This Court is not convinced that
the Tornillo case is applicable where as here a commer-
cial advertisement, rather than a political editorial or
article, is involved. Even if Tomillo is read as extend-
ing First Amendment protection to a publisher's right
to refuse paid advertising, however, it is the Court's
view that on the particular facts of this case, the defen-
dant's First Amendment right would not be sbridged by
requiring it to publish plaintiffs’ advertisement.

In the case of Konigsberg v. State Bar of California,
366 US. 36, 81 5. Ci. 997, 6 L. Ed. 2d 105 (1961),
the Supreme Court rejected the view that the freedoms of
speech and association as protected [*167] by the First
Amendment are absolutes in the sense that where con-
stitutional protection exists, it must prevail.

In the case of Pittsburgh Press Co. v Human
Relations Comm'n, 413 U.S. 376, 93 S. Ct. 2353, 37
L. Ed. 2d 669 (1973), the Court took the same view
in regard [**12] to the First Amendment guarantee of a
free press.

No one is entitled to use the First Amendment protec-
tions s a shield behind which illegal activities are con-
ducted, or legal obligations are shirked. As the Supreme
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{1949):

{It] has never been deemed an abridgement of freedom
of speech or press to make a course of conduct illegal
merely because the conduct was in part initiated, ev-
idenced, or carried cut by means of language, either
spoken, written, or printed.

In the instant case, the Court has found that the defen-
dant's refusal to publish plaintiffs' advertisement, at the
very least, creates the potential for the violation of de-
fendant’s corporate trust, The Court has already noted
the unusual nature of The American Rifleman and its
special relationship to the NRA and to the plaintiffs.
The guaraatees of the First Amendment cannot serve
as the justification for improper utilization of a corpo-
rate publication such as The American Rifleman. The
First Amendment cannot be nsed as a pretext for deny-
ing steckholders their right to participate in corporate
affairs. [**13]

In the instant case, the claims of constitutional de-
privalion are particularly ill founded. No effort is be-
ing made here to shackle The American Rifleman by
forbidding it to espouse any editorial policies or to re-
port any news events. Under normal circumstances, The
American Rifleman would be the most convenient forum
for reaching the membership at the NRA. However, fol-
lowing defendant's refusat to supply the plaintiffs with a
membership list, the Rifleman becomes the only forum
for reaching the membership. Itis not an abridgement of
anyone's First Amendment rights to require the NRA's

e metmmen S
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To conciude, it is this Court’s opinion that it is the
duty of the NRA's directors and officers 1o take all nec-
essary steps to insure an informed electorate and fair
corporate elections. The Court does not believe, how-
ever, that the defendant should be required to do more
than is absolutely necessary to provide this insurance.

The Court believes that the [#*14] maintenance of a
viable corporate democracy in this case requires that the
plaintiffs be permitted to alert their fellow NRA mem-
bers 1o their policy positions and to Fitzgeraid's can-
didacy. It does not believe that corporate democracy
requires the defendant to allow plaintiffs the opportu-
nity to solicit campaign contributions through the pages
of The American Rifleman.

It is therefore, on this 23rd day of September, 1974

ORDERED that upon tender of proper payment The
American Rifleman accept and publish the advertisement
originally submitted by the plaintiffs, except for the fol-
lowing lines:

"Is your gun worth a buck” . . .

" And your contributions to his campaign”.

Plaintiffs shall submit an appropriate Order, consented
1o, at least as to form, by the defendant.




June 25, 1998
Affadavit of Brad Alpert RE: ILA Electioneering at NRA Convention

On Sunday, June 6, 1998 I was present at the NRA Convention in Philadelphia, PA. At 1:30 pm on that
day I attended a seminar on concealed carry there and left the seminar at the first break at 2:45 pm in
order to make my way back to the airport for my departure flight.

Upon leaving the seminar with my ladyfriend, we decided to go by the 1LA booth in the convention hall
and see whether Tanya Metaksa was present there for booksignings, as my friend wanted an
autographed copy of her book entitled “Safe, Not Sorry”. We went to the booth and I noticed a stack of
NRA Board of Director ballot petitions on the counter. I have an interest in NRA affairs and noticed
that the petitions were made out in support of Mr. Joel Friediman of Pasadena, CA. It happens that I
have known Mr. Friedman for several years and had, in fact, noticed him sitting in the concealed carry
seminar and observed that he was walking with a crutch.

A middle-aged lady with shoulder-length brunette hair who was not wearing a nametag but was,
presumably, an ILA staffer because she was in the booth conducting business, told us that these were
petitions for an NRA board candidate and that we should each sign one. I was not inclined to do so and
turned the conversation to the topic of what had happened to Mr. Friedman which resulted in his being
on a crutch and was told by this woman that he had “fallen into a manhole.”

At this point, it was approximately 2:50pm. Both myself and my ladyfriend were wearing our blue
NRA Life Member ribbons, which identified us as likely eligible voters.

Mrs. Metaksa was in the booth and at that time became available. 1 shook her haid and chatted with her
for a moment. I introduced her to my friend and said that she was interested in getting an autographed
copy of “Safe, Not Sorry” which she promptly provided produced and autographed. I spoke with Mrs.
Metaksa for another moment afterwards discussing a legislative matter of mutual interest in my home
state, shook hands with her again, and then said that we needed to be heading out to the airport.

The presumed ILA staff brunette lady then came up and pushed the stack of petitions forms towards us
and said “I need you to sign these forms.” My ladyfriend looked at the form being offered us and
pointed out an entry from a signer who lived near her, based on his town of residence, which was listed
as “Dunedin, FL™. | noticed that that particular entry lacked a membership number and commented on
that to her. Both of us could identify that petition sheet., based on those particular elements.

We demurred the signing and left.
Thinking about the episode on the way to the parking lot, it occurred to me that NRA staff is not

supposed to be involved with NRA elections. I made inquiries about this and was told that this was
indeed the case.

/Brad Alpeﬂ Not ublic
1551 SW 25 ‘ Y
Kingsville, MO 64061 My commission expires: @f N / 1 Z‘L‘ AL

Befly L. Paddack
Notary Public, State of Missouri
County of Johnson
v Commission Exp. 06242001




